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Nature’s 
unhurried goodness 


Schenley’s 
unmatched skill 








whiskies in ages 


He’s a 
baby sitter 
for barrels 


Upand down the great stacks 
of whiskey barrels that 
stretch for miles through the 
warehouse, trouble-shooters 
make their rounds. 

They are the special teams 
that constantly patrol every 
foot of Schenley’s vast ware- 
houses, making certain that 
all is well. Barrels all tight 
and sound. Surroundings 
spotless and dry. “Climate” 
just right for slow, aging 
of the sleeping whiskey. 

Their hunt doesn’t often 
turn up trouble. You see, the 
barrels are sturdy and solid, 
because Schenley makes its 
own to insure their quality. 
And the warehouse air is 
kept warm, clean and fresh, 
the way whiskey likes it. 

Still, the trouble-shooters 
keep a constant watch, “just 
in case.” Babying barrels is 
extra effort, maybe, but an 
important part of the com- 
plete network of quality con- 
trols which guard Schenley 
whiskies from the time the 
grain is grown until — years 
later—the whiskey is in 
your glass. 

This is Schenley’s way of 
making certain that you get 
the utmost enjoyment in 
every drop of every drink. 
Schenley Distillers, Inc., New 
York, IN. Y. ©1952 
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CLARK 


EQUIPMENT 


The Combination Trans- 







mission-Axle unit de- 
veloped and produced 
by CLARK for an 
advanced design 
farm tractor. 
Machinery 

and vehicle 
manufacturers 
know from experience that 
it’s sound business to work 
with CLARK. Write today. Clark 
Lquipment Company, Buchanan, Michigan. 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for 
Trucks, Buses, Industfial ond Farm Tractors — FORK- 
UFT TRUCKS—POWERED HAND TRUCKS AND INDUS- 
TRIAL TOWING TRACTORS for Materials Handling. 








ANACONDA 


DIVIDEND NO. 177 
July 24, 1952 


The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a divi- 
dend of Seventy-five Cents ($.75) 
per share on its capital stock of 
the par value of $50 per share, 
payable September 25, 1952, to 
stockholders of record at the 
close of business on August 26, 
1952. 

C. EARLE MORAN 

Secretary and Treasurer 

25 Broadway, New York 4, N. Y. 














NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 











DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstand- 
ing Common Stock, payable on 
September 2, 1952, to stockhold- 
ers of record on August 11, 1952. 
The transfer books will not close. 


THOS. A. CLARK 
July 24, 1952 Treasurer 
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TELEPHONE PROGRESS 


The development of the telephone —from Bell’s first instrument to a nationwide communication 
system—is one of the great stories of American business. Yet all that has been done is but the begin- 


ning. The coming years will bring greater progress than the past has known. “The best is yet to be.” 








Building for Tomorrow— Bell Telephone Laboratories are a 
fountainhead of progress. There’s a constant search for new 
ways to provide the best possible service at the lowest cost. 
Here, too, telephone know-how is applied to electronic 
projects for the armed forces. At Murray Hill, N. J., are 
2500 of the 7000 members of the Bell Laboratories. 





Lite PGs RP al 
New Skyway Spans Nation—The radio-relay station at Mt. 
Rose, Nevada, is the highest on the Bell System’s transcon- 
tinental radio-relay route. This is one of 107 stations or 
towers which relay telephone conversations and television 
programs along microwave radio beams from coast to coast. 
Each tower has four antenna horns similar to the one shown. 
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Telephone Users Dial Long Distance—In Englewood, N. J., they 
can now dial their own Long Distance calls to any of eleven 
million telephones in and around a dozen cities from coast 
to coast. Shown above is a small part of the dial equipment. 
Methods and equipment are being studied here before 
extending this new, faster means of Long Distance calling. 





All the World Is Near—When Overseas telephoning started. 
service was provided only between New York and London. 
The rate for three minutes was $75. Today, from any 
telephone, you can call some ninety other coun- = 
tries. The rate to most places is $12. The maxi- 
mum rate is only $15.... Bell Telephone System 
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The Trend of Events 


GHOST OF THE STABILIZATION BOARD ... The new 
Stabilization Board has set up shop, with its powers 
severely limited by Congress under the Economic 
Controls Law. The Board is now empowered only 
to deal with purely economic problems such as wage- 
fixing and must quit interfering with other types of 
labor disputes, such as the union shop, for example. 
The Economic Stabilizer remains boss of the new as 
well as the old Board, and presumably will have a 
vital part in any decisions affecting general labor- 
management problems. 

With the power of the labor members of the new 
Board to enforce a biased decision in their favor 
ended, it has been thought that the unions might 
carry out their threat to boycott the agency, just 
as they did last year until the President reconstituted 
the Board in their favor. However, the unions prob- 
ably realize that they won’t get anywhere this time 
with such tactics and will go along for the time be- 
ing. This is undoubtedly true since wage stabilization 
would continue in any case as the Economic Stabil- 
izer has the power to set policies in this field. Hence, 
the unions feel that their position would not be im- 
proved if they withdrew from the Board, as they 
would then lose any power to 


pudiation of tricky Administration labor politics 
which not only undermined the prestige of the Board 
but undermined faith in government boards in gen- 
eral. Any government worthy of the name must re- 
main impartial in the decisions of its own agencies 
for they have been established to carry out the man- 
dates of Congress and not to serve group interests. 
The fundamental assumption is that their delibera- 
tions and decisions will be carried out in an atmos- 
phere of the strictest impartiality. Once the public 
arrives at the conclusion that major agency decisions 
are governed by political rather than economic con- 
siderations, the gravest doubts must be entertained 
as to the validity of our democratic processes. This 
is the real meaning of action of Congress in destroy- 
ing the hitherto unlimited power of the Wage Stabil- 
ization Board, for it recognized that far more was 
involved than the mere settlement of labor-manage- 
ment disputes. 


SOUNDER BASIS NEEDED FOR FOREIGN AID... Two 
recent developments have cause much concern in 
Washington as they spell trouble ahead for NATO 
and, with it, the entire system of Western European 
defense. The first was the an- 





influence decisions. 

Though the decision of 
the old Board to grant the 
steel unions even greater bene- 
fits than requested and to sup- 
port their demand for a union 
shop led directly to the imposi- 
tion of stringent curbs by Con- 
gress, one good result will 
emerge from the havoc caused 
by the strike. That is the re- 


We recommend to 





readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


nouncement by Prime Min- 
ister Churchill that his gov- 
ernment would be _ forced, 
under mounting financial pres- 
sure, to delay fulfillment of the 
British arms program from 
three to four years. This de- 
lay is frank admission, of 
course, that the Conservative 
party is in accord, albeit un- 
willingly with the Bevanite 


the attention of our 


This 
A. T. Miller’s stock 
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wing of the Labor party in acceptance of the grim 
fact that Britain is no longer able to honor her 
NATO obligations in full and still maintain solvency. 

The second portentous development was the im- 
plied threat by French officials that unless they re- 
ceived an additional $625 million in allowances U. S. 
for off-shore procurement for three years, they might 
be compelled to pull out of Indo-China, with its dire 
consequences to the free world. Under the mutual 
security appropriations of Congress, France will re- 
ceive only $187 million to support her industries 
contributing war materials in the current fiscal year. 
This leaves the French with the problem of obtain- 
ing an additional $438 million from the U. S. Treas- 
ury. Unfortunately, the money cannot be made avail- 
able since Congress has already cut mutual aid 
appropriations by nearly $2 billion. In consequence, 
the French state that unless they receive these added 
funds they will either reduce foreign military com- 
mitments, or the manufacture of arms at home. 

Actually, the French government will receive over 
$1 billion this year in aid of various sorts from the 
American government, so that the demand for addi- 
tional amounts of great size is annoying to say the 
least to most Americans who have to foot the bill 
and they cannot be blamed for feeling that the 
French are resorting to polite blackmail. The British, 
likewise, are not bashful, as they claim the need for 
an additional $150 million. Presumably, other Euro- 
pean nations will sooner or later join the procession. 

There is no doubt, conditions being what they are, 
that most of the NATO countries too, cannot fulfill 
their armaments quotas and escape serious financial 
consequences. This dilemma has been long inherent 
in the situation. 

The United States government is deeply involved 
in this matter as it also does not possess inexhaus- 
tible resources and therefor cannot continue to give 
what would amount to a blank check to its associates 
in the arms build-up. Possibly, our general objectives 
in this matter have been too far-reaching and the 
commitments of the various nations, our own in- 
cluded, unrealistic. In that case, it would seem that 
a better approach to the problem would be to follow 
a policy within the capabilities of all concerned. This 
suggests a more business-like program than that 
heretofore adopted, one that would balance interna- 
tional assets and liabilities and thus permit the 
nations to go ahead with their collective security 
plans on a less ambitious but more feasible scale. 


EASY MONEY POLICY ENDED... One of the most im- 
portant financial developments of the past few 
months has been the recent Treasury offering of 
approximately $2.4 billion one-year 2% notes, the 
highest rate of interest paid on this type of govern- 
ment issue in two decades. This alone would make it 
an event of great moment but of even greater im- 
portance is the fact that it marks the end of the long 
easy money policy of the present Administration, a 
policy it has clung to against sound advice and strong 
warnings since the end of World War II. 

It is doubtful whether the public even to-day ap- 
preciates the great harm which has been done the 
nation’s economy by the old cheap money policy. 
The “printing press” credits created as a means of 
financing government deficits at artificially low costs 
has been the chief agent in the great dilution in the 


value of the dollar since 1945. It has had a para- 
mount influence in raising prices to unprecendented 
levels and has forced wage increase after wage in- 
crease completely distorting traditional relationships 
between the incomes of the various great segments 
of the population. It has lowered the real value of 
the $263 billion in outstanding government bonds 
and, consequently, the true value of the billions upon 
billions of state, municipal and corporate issues. 

It is probably true that when the Truman admin- 
istration has finally ended, it will be remembered 
in years to come chiefly for its responsibility in 
lowering the value of the American dollar to the 
lowest levels in its history. There are many who say 
that Congress also had a hand in this debacle in its 
negative handling of controls. The answer to this is 
that Congress undoubtedly would have supported 
genuine controls, if it had been convinced that the 
Administration was sincere in its effort to end deficit 
financing and had supported the Federal Reserve in 
its long fight for sound financing. 

At long last, the Federal Reserve seems to be in 
the saddle. Perhaps, this will be the first real step 
in. a broad program of fiscal reform, so urgently 
needed if this nation is to move forward on safer 
lines than it has in the past few years. 


N. Y. STOCK EXCHANGE TRANSACTIONS... A phe- 
nomenon of conditions in the stock market during 
the past half year has been the persistent strong 
price pattern—as indicated by the averages—at the 
same time public participation was limited. For the 
first half year, total transactions on the New York 
Stock Exchange were 196 million shares compared 
with 275 million for the same period the previous 
year. At the same time, the Dow, Jones averages 
rose from the 170 level to just over 180. The daily 


average thus far has been 1,168,000 shares compared | 


with 1,650,000 last year. 


The drop of almost 25% in daily stock transac- | 


tions has naturally been disconcerting to the brok- 
erage fraternity, especially since this took place in a 
general rising market. It is obvious that whatever 
demand has existed has come from large institu- 
tional buyers such as investment trusts, pension 
funds and the like. Buyers of this type are extremely 
sophisticated and presumably believe investment op- 
portunities are still available. The public, on the 


other hand, seems more preoccupied with the polit- | 
ical outlook, the Korean situation and personal prob- | 
lems relating to the high cost of living and taxes. | 
Undoubtedly this has played a part in their relative | 


inactivity in the market. 

It takes enthusiasm and, frankly speaking, a pro- 
nounced tendency towards speculation to bring the 
public into the market on a large scale. Obviously, 
such an atmosphere has been lacking for a consider- 
able period. For this reason, it may be said that the 
requisite confidence on which speculative fervor is 
commonly based, has been lacking except in the 
superior types of common stocks. It is also probably 
true that the public is looking quite far into the future 
and believes the longer-range prospect for corporate 
profits is not sufficiently alluring to warrant large- 
scale participation in the market at the present time. 
This could easily account for the quietness in market 
conditions. However, a definite inflationary up-surge 
could alter the picture radically. 
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As 9 Seo Gt! 


By CHARLES BENEDICT 


“A FATEFUL DECISION” 


I: we are to remain a free people, it is 
clear that it will be up to us this November to elect a 
new President of the United States who will be the 
man of our choice, instead of the choice of a political 
machine that has grown fat and corrupt after twenty 
years of power. To permit this machine, honey- 
combed with dangerous elements, to win, would 
put an end to our time- 
proven two party system 
and intensify the eco- 
nomic and financial dis- 


"YOU CAN TAKE THE HIGH ROAD AND 
I'LL TAKE THE LOW ROAD” 


the direction of a labor dictatorship, which sophis- 
ticated observers around the world know to be the 
intermediate step toward totalitarian government. 

We all owe a vote of thanks to Television which 
made a great contribution to the American people in 
giving them a close picture of how politicians oper- 
ate. It was so impressive and uninhibited that we 
are not likely to forget it 
for a long time to come. 
The facts in the situation 
stand out stark and clear. 





ruption we are experi- 
encing in the greatest 
crisis in the nation’s his- 
tory. 

We all know that Gen- 
eral Eisenhower was the 
people’s choice in the pri- 
maries, and before that, 
the choice of Democrats 
and Republicans alike. 
He is unquestionably the 
man of the hour, and 
possessing the qualities 
of leadership so badly 
needed. 

Governor Stevenson, 
on the other hand, apart 
from his qualifications 
was chosen by the Dem- 
ocratic machine without 
consideration for the will 
of the people—and be- 
cause they needed a mid- 
dle-of-the-road candidate 
to match General Eisen- 
hower. To accomplish 
this purpose, the New 
Deal and Fair Dealers 
were shunted to the back- 
ground and a facade of 
moderation placed over 
the Democratic party for 
the purposes of the elec- 
tion. And it is only a facade—a new face—for it will 
not mean a change of policy afterward—in fact we 
would actually be continuing Trumanism. 

Apparently Governor Stevenson understood this 
very well when he said that he did not feel he was 
mentally, physically or psychologically suited to the 
task involved. The engineering at the Convention 
made it clearly evident that his election would mean 
the retention in power of a clique which for two 
decades has been encroaching further and further 
on our liberties, and has been steadily moving in 
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Dowling in The N. Y. Herald Tribune 


We not only know the 
words that were spoken, 
but were able to observe 
the intent as well as 
the maneuvering in the 
struggle for power which 
was going on before our 
eyes. 

Whatever disillusion- 
ment we may have felt 
when we saw the steam- 
roller operating in the 
seating of the Southern 
delegates in the Republi- 
can Convention, it was fi- 
nally dispelled when the 
victory was won by the 
constructive forces—and 
in the genuine and im- 
pressive final polling of 
the candidates. It actu- 
ally left us with a feeling 
of sympathy and an ap- 
preciation of the great 
odds under which poten- 
tial candidates were ob- 
liged to collaborate with 
the political machine. 

But the leaders of the 
Democratic Convention 
on the other hand, evi- 
dently had no such 
qualms regarding public 
opinion or the wishes of the people. They were giv- 
ing orders and making them stick—and with the 
arrogance with which we have become familiar 
since Truman was elected in 1948. The opposition of 
the various factions just wilted and died. 

We understood for the first time what President 
Truman meant when he said that the primaries 
were “a lot of eyewash”, when referring to the large 
number of votes polled by Senator Kefauver. It re- 
minded me of a state of mind I found in the Foreign 
Office at Moscow many (Please turn to page 560) 
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New Inflationary Forces Move Market 


The past fortnight saw a moderate extension of the summer rise, taking the industrial, rail 
and utility averages to new 1952 highs. From a short-term viewpoint, the bulls appear to 
have the better side of the argument. By post-Korea standards, however, this newer phase 
of advance is already well-developed. Policy remains selective. bearing in mind some new 


inflationary influences. 


By A. T. MILLER 


YG, remains true that investors are more 
inclined to hold or buy common stocks—with the 
standpatters greatly in the majority—than to sell. As 
long as that is so, it takes no great amount of de- 
mand to maintain upward tendencies in average 
stock prices. As for some time heretofore, to call it 
a general advance would be a loose use of words. In 
this Big Board market there are over 1,000 common 
stocks; and hence over 1,000 individual markets. 
Some stocks are moving up, some sagging, some are, 
and long have been, close to motionless. Some are at 
all-time highs, many remain far under highs made 


as far back as 1946 or even earlier. 

But to the extent that averages tell the story, the 
trend at this writing is upward; and at least as re- 
gards near-term potentials the bulls would seem to 
have the better side of the argument both on tech- 
nical grounds and otherwise. The technical highlights 
of the past fortnight were as follows: The Dow- 
Jones industrial average rose enough, even though 
moderately, to end its long prior stalemate, and 
“confirm” a bull trend which more accurate indexes 
of industrial stock prices had done on several pre- 
vious upside tests since last summer. Adding a little 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND. 


to its previous rise, the Dow rail average 
recorded another new major high; and a 
slight advance took the utility average to 
a new post-1946 high. 


340 Investment Market 


320 It is still an investment-dominated 

market, in which the operations of insti- 
300 tutional fund managers are especially in- 
fluential; and it is still a market of rela- 
tively low trading volume. Indeed, every 
new high in the averages since February 
of 1951, a period of about 18 months, has 
to date been recorded at successively 
lower levels of share turnover. Only time 
240 can reveal the full significanec of that in- 

teresting fact; but it suggests that it will 
920 take some powerful new motivating force, 
’ not now in sight, to bring speculation to 
life. How long a major rise can continue 
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seal |  |M.W.S. 100 HIGH and how far it can go, with speculative 
a0 PRICED STOCKS ol 125 interest as listless as it has long been, is 
StALE at a an open question. 

——— 120 Under these circumstances, a further 
ano dynamic and sustained advance would be 
‘ine ~iethaneesge lt * dooedecepoes 1S something new in market experience. On 

oR TT MWS. 100 average, low-priced speculative stocks 
ve ¢ LOW PRICED STOCKS 10 are many months past their 1951 high, 
. SPECULATIVE DEMAND and have lost considerable ground on bal- 

| SCALE Ar Ler sail ance so far in 1952; while the highest- 

tiie -mee ee es eee ek oe es ee ee) grade investment stocks, again on aver- 


age, are at a new all-time high. This 
relationship, of course, does not preclude 
some further advance in the industrial 
and rail averages this summer—but an 
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investor-dominated mar- 
ket is per se a moderate 


TREND INDICATORS 








market. So one’s sights 
should not be set too high. | *'* 
Even a relatively moderate | 200 
further percentage rise in 
the industrial and rail | '% 
averages within the re- | ig 
maining half dozen or so 
weeks of summer conceiv- | 27¢ 
ably could climax this 
phase. A rise even to 300 | *° 
in the Dow industrial 
average, which some hope- 
ful bulls are now “talking 
about”, would be only 
some 7% on the current 
level. 

Considering the margin 
for error in short-term op- | 9 
erations, the tax bite if 
you win, and the two-way ‘|| ¢s 
transaction costs, buying 
stocks at this stage merely | go 
on hopes of a further rise 
this summer should have | w 
no great appeal. It is, of 
course, a different story | ® 
where new money must be | , 
put to work for income 
return in top-grade stocks 
at yields that fixed-income 
securities cannot provide. 
And it is a different story 
for those who are inter- 
ested in genuine long-pull 
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investment in selected 
growth stocks, and who 
have the fortitude to sit 
through the inevitable periods when such stocks will 
be performing more or less adversely. Others should 
regard August strength, if it develops, as a fortuitous 
opportunity to pare down positions and to dispose 
of the less desirable holdings. 

The production losses to be made up in the steel 
industry and other industries affected by the long 
strike, together with projected defense spending, 
mean a rising level of industrial production, of 
course, over nearby months; and generally high eco- 
nomic activity at least into 1953, even though the 
capital-goods boom, reflected by plant-equipment 
outlays, has passed its crest. This also means at least 
a partial recovery in basic commodity prices, already 
edging up from the recent new 1951-1952 low, which 
was probably mainly caused by the steel strike; 
some recovery in wholesale prices, which are ma- 
terially under the 1951 index high ; and probably at 
least a moderate further rise in the cost-of-living 
index, recently at a new peak. 

It is important to bear in mind that there are a 
number of factors on the inflationary side: (1) the 
Government’s substantial and rising deficit spend- 
ing; (2) the boost in spendable income that will 
result from the steel wage settlement and other 
settleemnts patterned on it; (3) the passing along 
at least partly of higher steel costs in prices of end 
products; and (4) the reduction, thanks to the steel 
strike, in previous excess inventories of durable 
goods, on top of earlier correction in soft-goods. 

The price inflation that we have had since the 
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start of the Korean war, maintained for a period of 
less than nine months into early 1951, was not due 
to permissive factors like Federal spending, con- 
sumer income, wage trends or inventory relation- 


ships. It had decisive psychological motivation: 
namely, expectation of shortages of civilian goods, 
which induced a splurge of forward buying by busi- 
ness concerns and consumers. Barring spreading 
war, shortages are now out of the picture, and every- 
body knows it. Hence, business firms, only recently 
burdened with inventory headaches, are likely to buy 
with normal caution. 

The pros and cons suggest no more than a mod- 
erate medium-term rise in basic (raw material) 
commodities and in the broad wholesale price index. 
The stock market worked higher throughout the 
steel strike, ignoring its temporary consequences 
and anticipating a settlement involving higher wages 
and prices. We now have what was anticipated, in- 
cluding deferment of the cylical peak in production 
by perhaps three to six months from what it other- 
wise would have been. Still on the horizon, not to be 
indefinitely ignored, is the ending of the new infla- 
tionary move whenever peak defense spending is 
attained. In any case, the election apparently will 
give us a more moderate, middle-road Administra- 
tion than we now have. Following years of inflation 
and boom, can the stock market enthuse over promise 
of more moderate—which is to say, less inflationary 
Government policies—after next January? 

—Monday, August 4 
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By HOWARD NICHOLSON 


a? the American government holds the 
master key to most of the world’s problems, it is 
equally true that it holds the key to the future of the 
American economy. Certainly, it is true that every 
component of our economy is deeply influenced by 
what Washington does. 

Obviously, a successful outcome to the plans and 
programs of American business is dependent to a 
very large degree on the government’s economic and 
financial policies. Hence, it is important to recognize 
that an appraisal of business prospects in this coun- 
try can be valid only in the light of the government’s 
over-riding power to change conditions. 

This is especially true in the elaborate and complex 
American business system which depends entirely on 
the balancing of the vital factors of production and 
inventories against sales potentials and unfilled or- 
ders. Manifestly, each of these components is of the 
highest importance in appraising the future of busi- 
ness. Yet, a correct solution of the problems involved 
in estimating their trends is dependent on national 
and international considerations over which business 
has very little control. It is understandable then that 
business planning has become a hazard of the first 
order under existing conditions. 

More specifically, government policy has a grow- 
ing influence on the vital factors of material alloca- 
tions, prices and credits. The business man may de- 
cide upon a certain course of action relating to these 
factors but if Washington lays down a policy that is 
contrary, another course will have to be set. 
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The steel strike proves a case in point. Up to 
that time, inventories in durable goods proved 
burdensome for manufacturers catering to the 
consumers. With the steel pipelines closed, man- 
ufacturers were forced to draw on whatever 
stocks they had available in order to continue 
production, even. on a limited scale. The result 
has been a radical shift in the relationship be- 
tween inventories and current sales with the latter 
absorbing a respectable portion of the inventories in 
the affected industries. 

The same is true of steel itself. Prior to the strike, 
it was thought that by the fourth quarter of the year, | 
supplies would outrun demand and definite price | 
softness was looked for somewhere in this period. 
However, the loss of 19 million tons of steel, due to 
the strike, has completely altered the picture which 
means not only that steel stocks on hand were re- 
duced practically to zero hut that operations at ca- 
pacity.can now be stretched out much longer than 
seemed likely before the strike began. 





Effect on Surpluses 


To a varying degree, the same is true of other in- 
dustries which likewise found the steel strike for- 
tuitous in that it enabled them to move off large 
quantities of surplus stocks. In fact, as one of the 
officials of General Electric stated, at the conclusion 
of the strike, temporary shortages of a number of 
products may be expected with the cutting down of 
inventories. Among the products are: electric ranges, 
refrigerators and freezers, clothes washers, auto- 
matic driers, water heater models and a number of 
other common household appliances. 

However, these effects are likely to be only tem- 
porary as the production machine gets into high gear 
and commences to roll out another flood of goods. 
The fundamental problem of how to get inventories 
into a sound relationship with real sales potentials 
and productive capacity will remain long after the 
effects of the steel strike have worn off. 

Yet the strike itself was largely the outcome of 
government mismanagement. Hence, it can be fairly 
said that the unlooked-for change which is now oc- 
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curring in durable inventories was largely the out- 
come of conditions over which business had very little 
control. 


New Policies Needed 


Business men must also contend with rapid gov- 
ernment-sponsored changes in price levels and this 
has a profound effect on inventory values and, hence, 
on the profits and financial position of corporations. 
The debacle which took place last year in the textile, 
leather, shoe and home-furnishing industries is evi- 
dence that U. S. action in primary markets, both 
here and abroad, is too massive an influence for in- 
dustry to withstand. For it is indisputable that the 
bull-in-the-china-shop tactics of our government first 
forced world prices up beyond reasonable levels, and, 
then when support was withdrawn, the world price 
system in important commodities virtually collapsed. 
It necessarily followed that industries directly af- 
fected by these prices would suffer a severe blow, 
from which incidentally they are only now slowly 
starting to recover. 

After the harrowing experience of 1951 and early 
1952 with high-cost inventories, business was faced 
with the crucial necessity of adopting a new set of 
policies, with regard to sales, inventories and pro- 
jected plant expansion to fit in with rapidly changing 
conditions. Emerging from a sour inventory situa- 
tion after a painful, and expensive adjustment to 
lowered consumer demand and which has fortui- 
tously been aided by the steel strike, business must 
now decide whether it should replenish stocks or play 




















Business Sales and Inventories 
(billions of dollars) 
Unadjusted Seasonally Adjusted 
May, 1951 May, 1952 May, 1952 

Business Sales $43.8 $43.9 $44.5 | 
Manufacturing, Total 22.6 22.2 23.0 | 
Durable Goods 10.8 11.0 11.3 | 
Nondurable Goods 11.8 11.2 11.7 
Wholesale, Total 8.5 8.1 8.4 
Retail, Total 12.7 13.6 13.1 | 
Business Inventories 69.1 70.2 69.9 
Manufacturing, Total 38.3 42.7 42.5 

Durable Goods 19.2 23.8 235 
Nondurable Goods 19.1 18.9 19.0 
Wholesale, Total 10.2 9.5 9.5 } 
Retail, Total 20.6 18.0 18.0 | 
| 
| 

















the game conservatively and adjust inventories real- 
istically to actual and potential sales. 

The success of such maneuvers, unfortunately, 
will depend on whether the government follows its 
recent shot-in-the-arm policy for a weakening econ- 
omy, or whether it now thinks inflationary influences 
are on the march again, and accordingly, takes steps 
to counteract them. From latest indications, it seems 
that a new effort to combat another inflationary move 
in the making has been decided on by the Adminis- 
tration. This off-again-on-again policy places busi- 
ness in a predicament since it is forced to move 
endlessly from an alternating policy of increasing 
and reducing inventories. 





STEEL ALUMINUM 


Progress toward expansion goals: increasing industrial capacity... 
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Manufacturers’ Sales and Inventories 


(billions of dellars) 








May Unadjusted 





Sales Inventories 
1951 1952 1951 1952 
All Manufacturing Industries.......... $22.6 $22.2 $38.2 $42.6 
Durable Goods Industries .. 10.8 11.0 19.1 23.7 
Primary Metals ........................ 2.0 7 2.3 2.8 
lron and Steel ; 1.2 9 1.2 1s 
Fabricated Metals .. Be 1.1 2.0 25 
Electrical Machinery 2 1.0 2.3 3.0 
Machinery (exc. electrical) 1.8 2.2 4.3 5.3 
Motor Vehicles & Equip. Pf 1.7 2.3 a 
Trans. Equip. (Exc. mtr. vecls) 4 Pf 13 2.5 
Household Appls. & Radios 2 2 1.3 8 
Television Sets os 6 1.1 5 
Furniture and Fixtures 3 2 46 } 
Lumber Prod. exc. Furniture ef ef 9 1.0 
Nondurable Goods Industries 17 11.2 19.0 18.8 
Food & Kindred Products 3.3 3.0 3.2 3 
Meat Products 1.2 1.1 7 i f 
Beverages 5 6 aie 2 
Tobacco Products 2 a 1.6 1.7 
Textiie-Mill Products 12 aS 3.2 2.6 
Apparel 6 6 1.7 1.3 
Leather and Products 2 a 6 is 
Paper and Allied Products a 6 8 1.0 
Printing and Publishing Bf 8 6 a 
Chemicals and Allied Products 1.6 1.5 2.7 3.0 
Petroleum and Coal Products 1.8 1.9 2.3 2.5 























In the past year, some $3.5 billion in surplus stocks 
were moved off the shelves of wholesalers and retail- 
ers in line with the deflationary policy which was in 
force during most of this period. Now with inflation 
threatening again, business concerns are showing 
less enthusiasm for reducing their stocks but if the 
government makes a new move to stifle the threat- 
ened rise in prices, business concerns will have to 
modify their policies once again. Under these unpre- 
dictable shifts in government policy, it is manifestly 
difficult to maintain a balance between the major 
business components-prices, consumer demand, in- 
ventories, unfilled orders and potential sales. 


Inventories are a most important consideration in 


business and industry for its fluctuations have a deep 
effect on employment and therefor on consumer buy- 
ing. Forced liquidation of textile inventories brought 
about a production cut which forced a 40% decline 
in employment in the New England mills, and finally 
had repercussions in unemployment in the synthetic 
fibres industry. Similar conditions prevailed in the 
shoe and leather industry when the inventory prob- 
lem became serious, and this was also true of home- 
furnishings and other lines. The result was disas- 
trous to security prices in these divisions and a num- 
ber of dividends became casualties. The tie-up be- 
tween inventories, security prices and dividends is 
no theoretic affair as investors know. 

Regardless of any temporary improvement in 
these industries, the question must be asked whether 
their production facilities have not outrun potential 
sales. The margin of profit is narrow enough under 
ordinary conditions but when to this hazard is added 
the strain caused by over-capacity which in turn pro- 
duces intense competition for markets, it will be seen 
that in the long run these industries must depend on 
a larger increase in consumer demand than seems in 
prospect. In view of foreign competition, both actual 
and potential, and in view of the fact that surplus 
demands of consumers have been largely supplied, it 
is doubtful that over-all sales potentialities can ab- 
sorb the additional output of the new capacity. About 
the best that seems likely, therefor, is for production 
to keep pace with replacement demand. 

At first glance, the current total of $70 billion for 
total business inventories does not indicate much 
progress since a year ago. On closer examination, 
however, we find some striking changes in the com- 
ponents. Thus, retail inventories are down to about 
$18 billion compared with $20.3 billion a year ago, 
wholesale inventories are down about $700 million 
from last year’s figure of $10.2 billion. The mer- 
chants, therefor, have brought their stocks down into 
better balance with sales, which is about the situation 
for most well-managed concerns today. In some lines, 
such as carpets, for example, they may have over- 
liquidated. 

The manufacturing industries have increased in- 
ventories by approxi- (Please turn to page 557) 









































Inventories and Sales of Representative Manufacturing Companies 
INVENTORIES SALES % Change in Inventories % Change in Sales 
COMPANY 9/30/51 12/31/51 = 3/31/52, 9/30/51 12/31/51 = 3/31/52 4th Quarter Ist Quarter 4th Quarter Ist Quarter 
(millions of dollars) 1951 1952 1951 1952 
American Brake Shoe Co. 19.1 20.9 20.4 32.6 37.3 33.2 +9 —1 +14 2 
American Machine & Foundry 18.4 20.5 22.4 14.1 18.2 17.0 +11 +9 +4 —5 
American Seating Co. 9.3 23 10.4 9.5 rf 2 5.4 —2 +15 —24 —25 
Atlas Powder Co. 7.6 8.8 7.8 12.8 ib ey 12.3 +15 —13 —' —4 
Atlas Tack Corp. , “8S 1.3 1.4 1.2 1.2 1.2 —11 +4 +2 —7 
Belding Hemingway Co. 8.0 6.6 6.5 3.4 5.6 5.4 —20 —2 +63 —3 
Chrysler Corp. 191.6 210.9 202.3 574.7 561.6 579.4 +10 4 —27 o~ 
Clark Equipment Co. 24.6 26.7 26.1 32.2 37.4 37.4 +8 —2 +18 0 
Colgate Palmolive Peet Co. .... 35.1 36.4 34.2 82.1 81.0 94.6 +32 —6 —14 +17 
Container Corp. . _ 17.8 11.6 12.6 48.5 46.6 44.7 +35 +8 —4 —4 
General Refractories 7.1 8.3 8.2 14.5 13.5 14.4 +16 0 —7 + 
Hercules Powder Co. . 28.2 33.6 34.4 55.1 53.8 49.3 +19 +2 —2 9 
Interchemical Corp. svete 16.5 14.6 14.5 20.3 21.6 21.3 —12 0 +6 —! 
BN IS Ms ssn csesssyrebvidiavansaceccss 26.4 26.1 26.8 18.7 19.8 21.0 +1 +3 +6 +6 
Minn.-Honeywell Reg. Co. .......... 50.0 57.1 58.4 30.5 38.9 33.9 +14 +2 +27 —13 
Pfizer (Chas.) & Co. 0.0.0... 26.1 31.9 35.9 24.4 27.2 30.2 +22 +12% +12 +11 
Staley (A. E.) Mfg. Co. ...... . 103 26.4 20.2 35.0 40.3 35.3 +156 —23 +15 —12 
Stewart-Warner Corp. 20.8 25.5 20.3 22.3 29.4 31.2 +23 —20 +32 +6 
Thompson Products ...... . 41.2 50.2 54.6 48.6 55.6 59.2 +22 +9 +14 +62 
West Va. Pulp & Paper Co. 14.7 14.1 14.5 31.0 30.7 29.8 —4 +3 —!1 —3 
a ore I We 
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Splits... 


By J. S. WILLIAMS 
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y * perennial interest of investors and spec- 
ulators in stock splits has been stimulated once more 
by the recent emergence of this market phenomenon 
after a considerable lapse. Sometimes, it is difficult 
to say whether the bunching together of stock splits 
is a prime factor in causing strong markets, or 
whether the converse is true. In any case, stock splits 
and a sustained, strong market generally go hand 
in hand. It is quite in order, then, that the market 
advance thus far this summer has been accompanied 
by a considerable number of stock splits, either al- 
ready consummated or officially proposed. 

So far this year, 29 companies of importance have 
taken action, which compares with 49 for all of 1951. 
Assuming present conditions continue for a period, 
it seems likely that the total number of stock splits 
this year will come close to duplicating 1951’s 
showing. : 

The largest number of stock splits recorded for 
any single year, after World War II, was in 1946 
with 74. The following year produced another very 
respectable record, with 50 companies splitting their 
shares. In the two following years, however, poor 
stock markets coincided with a slump in the number 
of stock splits, declining to 30 in 1949 and a mere 
17 in 1950. 

Why stock splits in themselves should generate 
speculative enthusiasm has been somewhat of a 
puzzle to many students of market psychology as 
the stockholder’s share in company earnings and 
dividends manifestly is unchanged. Nevertheless, in 
spite of this mathematically correct reasoning by the 
experts, it is a fact of prime importance that the 
public likes stock splits and is very much interested 
in such possibilities. Hence, it is not practical to 
ignore this factor as a determinant in market prices. 
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It is equally true that the directors of corporations 
find merit in splitting their shares, for it enables 
them to increase the number of their shareholders 
and so widen the base of possible future financing. 
Furthermore, it gives them an opportunity to adjust 
abnormally high surplus accounts in conformity with 
the capital stock account, and thus to reflect the 
piling up of assets after years of sustained high 
earning power. 

The split-up, therefor, is rather a reflection of past 
conditions than an indication of future earnings al- 
though the presumption is that directors would not 
call for a split-up unless they were reasonably as- 
sured that earnings would hold up. Best assurance 
that future earnings will justify a split-up is from 
companies that are in the “growth” category. The 
split-up of a stock representing a company in this 
class has much greater long-range value to the in- 
vestor than a split-up following merely a temporary 
period of high earnings. 

Greatest care should be taken in the selection of 
securities that may be due for a split. If they repre- 
sent companies of a secondary or marginal class, 
or companies that are temporary beneficiaries of 
high earnings through war conditions, for example, 
it is probable that the increased market values usually 
occurring during the period of the split-up will be 
dissipated on a relapse to normal earnings. Under 
such conditions, the investor is not likely to gain 
permanently from his split-up shares. 


Where Stock Splits Count 
On the other hand, the split-up of stocks of com- 
panies in a more or less dominant position in their 
industries and with distinct growth possibilities is 
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Statistical Data on Shares Recently Proposed for Split 





— Net Per Share — 





Basis Full Indicated Price Range 

of Interim Year Recent Current 1951-52 

Split 1952 1951 Price Div. High Low 

—— Figures based on pre-stock splits 

Aluminum, Ltd. ..... 2-1 $1.252 $ 7.03 104 $4.00 1252-84 
American Cyanamid 2- 1.552 8.08 5544 4.00 13112-71% 
Dow Chemical ...... : 3-1 5.141 5.99 119 2.40° 126 -77% 
Hazeltine Corp. 2-1 4.60 4212 1.75 474-2334 
Motorola : 100% Stk. 2.542 8.29 752 2.87 80 -40% 
Southern Natural Gas ..... 2-1 1.542 4.34 55% 2.80 56 -35%4 
Southern Pacific cianshee ee 5.323 10.71 825% 6.00 8412-57% 





1—10 months ended March 31. 4_New stock, current price. 


tion to the 7 listed as having already 
been proposed for such action. As in- 
dicated by the low yields on most of 
these stocks, it is apparent that in 
such cases prospects for a stock-split 
have already been discounted to some 
extent. The most likely prospects of 
further market advance during the 
period ahead are those whose yields 
are still substantial, that is to say, 
yields of 5% or over. Among the ex- 
ceptions are Dow Chemical and Stand- 
ard Oil of Indiana with yields of 
2.5%. However, the circumstances 
governing these two stocks are un- 











2—Quarter ended March 31. 
3—5 mos. ended May 31. 


°—Plus stock. 








usual, as will be described below. 
Of the stocks listed, we have se- 

















likely to prove of increasing value as the new shares 
progressively reflect inherent earning power. This, 
of course, may take a considerable period. Yet, the 
history of split-ups in companies like General Mo- 
tors, Eastman Kodak, DuPont, Standard Oil of New 
Jersey and other leaders, shows that evenutally the 
new shares sell at, or higher, than the price of the 
original shares. It is this compounding of values 
which makes the split-up of high-grade stocks a 
potential of real importance to far-sighted investors. 

In the accompanying tables, we have listed a 
number of stocks which seem destined for eventual 
split-up. There are 27 of these companies, in addi- 














Candidates for Stock Splits 








Price Range Indicated 
1951-52 Current Recent _—ODiiv. 
High — Low Div. Price — Yield 
Aluminum Co. of America 92%4- 66% $3.00 84 3.5% 


235 - 8012 3.00 207 1.4 
. 118 - 61% 5.00 112 4.4 
120'2- 8212 5.00 104 4.8 

53V4- 31% 3.00 52% 5.7 
87'2- 38 2.00 74 2.7 

8152- 52% 6.00 79%2 75 
82'%4- 4812 4.00 77% ~=—5.1 


Amerada Petroleum 
Atlantic Coast Line R.R. 
Cities Service 

Clark Equipment 
Corning Glass .. 
Creole Petroleum 
Denver & Rio Grande West... 


Hercules Powder 79 - 62 3.00 73¥2 «4.1 
Ingersoll-Rand 9234- 752 6.00 91% 8666.5 
International Bus. Mach. ....... 231 -186 4.00! 216% 18 


McGraw Electric 
Mid Continent Petroleum 


69%4- 45%2 3.50 68% 5.1 
8134- 53% 3.75 70% 5.3 





M to Chemical 109'2- 73 2.50 98 235 
Panhandle East. Pipe Line... 81 - 40 2.00 76 2.6 
| 69%4- 467% 2.50 66% 3.7 
Richfield Oil 7452- 50 3.50 69% 5.0 
Rohm & Haas .. 160%- 93% 160 127% 1.3 
Seaboard Air Line R.R..........  96%4- 47 5.00 91 5.5 


Seaboard Oil ...... Biavaeses 103%2- 86% 2.75 8942 3.1 
































De ON cscs vessetesveseese 102V4- 68% 3.001 91 3.3 
Standard Oil of Indiana .... 92 - 59 2.50 85% 2.9 
Sun Oil Re eye bi 943%4- 61% 1.001 83 1.2 
Texas Gulf Sulphur .... . 119 - 90% 6.00 114% 5.2 
U. S. Gypsum ........... .. 124 -101% 7.00 115% 6.0 
West Va. Pulp & Paper 982- 72 4.00 7342 5.4 
Zenith Radio ...... 8334- 4712 3.00 772 ~«23.8 
1—Plus stock. 
STE YE ore eendianesndatiel eomireonenaereaeeentsenes | 
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lected five which seem outstanding, 
not only as candidates for stock- 
splits, but which seem to have excellent long-range 
prospects as a consequence of the important position 
of these companies in their respective fields. Es- 
sentially, the latter were selected on the basis of their 
comparative performance within their industries 
from the standpoint of the following factors: poten- 
tialities for future growth, strategic position in 
their industries, qualities of management, financial 
strength and current earnings, and ratio of market 
price to earnings wherever this factor seemed im- 
portant. 

It is not to be assumed that the other issues listed 
in the tables have entirely discounted their split-up 
possibilities. Some of these issues still seem under- 
valued, especially, as stated, those whose yielas are 
still reasonably good. However, in the case of the 
five stocks selected, the prime consideration has been 
their fundamental position from the strictly long- 
range investment standpoint. On this basis, they 
seem to offer the best possibilities. 

We herewith describe these five stocks briefly : 


The Dow Chemical Company The recent $100 mil- 
lion 3% convertible subordinate debenture issue of 
this company, which was placed on sale July 15, fol- 
lowed the company’s decision to split the shares 
three-for-one. The split becomes effective August 27. 
The indenture of the debentures calls for convert- 
ibility into the common stock on the following basis: 
$150 per share on or before July 1, 1962; $165 a 
share on or before July 1, 1967; $180 a share on or 
before July 1, 1972; $195 a share on or before July 
1, 1977; and $210 a share thereafter. These prices 
must be considered in connection with the new price 
_ that will be in effect after the three-for-one 
split. 

Justification for the stock split is easily found in 
the impressive record of the company which, in turn, 
has consistently expressed itself in a higher-than- 
average market valuation of earnings. At current 
pre-split prices, the stock is selling at the character- 
istically high valuation of approximately 23 times 
earnings. This is somewhat higher than the average 
even for the best chemical stocks which in itself gives 
an idea as to the high investment rating of this 
particular issue. 

Dow Chemical, as is generally known, has con- 
sistently pursued a massive program of developing 
the component divisions of the company, such as 
industrial chemicals, plastics, magnesium and others. 
It is the world’s largest producer of chlorine and 
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Five Outstanding Candidates for Stock Splits 








1947 1948 

Net Div. Net 

Per Per 

Share Share Div. 
Aluminum Co. of America ... $5.50 $2.00 $ 7.80 $2.00 
Denver & Rio Grande Western.. 7.05 ” 15.31 2.00 
Dow Chemical® .......................... 2.31 872 3.72 1.001 
McGraw Electric ........................ 5.49 3.50 7.12 3.50 
Standard Oil of Indiana.......... 6.21 2.00 9.16 2.12421 


1949 1950 1951 1952 
Net Net Net Est. Net Indicated 
Per Per Per Per Current 
Share Div. Share Div. Share Div. Share Rate 
$3.77 $2.00 $ 9.07 $2.00 $7.53 $2.75 $ 7.25 $3.00 
6.33 2.00 12.49 2.00 18.10 3.00 20.00 4.00 
4.44 1.30 5.40 2.00! 5.99 2.401 5.25 2.401 


8.11 3.50 9.23 3.50 7.28 3.50 7.50 3.50 
6.72 2.00! 8.09 2.00! 9.71 2.251 9.50 2.50 





1_Plus stock. 
*—Officially proposed for split. 

















has a dominant position in the manufacture of mag- 
nesium, ammonia and various petrochemicals. 

Growth of the company, particularly in the past 
five years, is expressed in the striking increase in the 
net property account which stood at $143.2 million 
at the end of the fiscal year May 1947 and which 
at the end of March 1952 was $367.2 million. Capital 
additions to plants and property from May 1947 to 
May 1951 were $431 million, of which $135 million 
was accounted for in the year ended May 1952 alone. 
For the next two fiscal years, it is expected that an 
additional $200 million will be spent for capital 
improvements. 

These great expenditures are obviously made on 
the basis of long-term considerations. Based on the 
growth record of Dow Chemical, it is quite probable 
that the large increase in capital investment by the 
company will be fully justified. 


A Leading Oil Factor 


Standard Oil of Indiana This is one of the few 
major oil companies which has not as yet split its 
shares. This would be justified on the rapid build-up 
of earnings since the end of World War II, the very 
large proportion of earnings retained in the business, 
and the fundamentally changed position of the com- 
pany especially with respect to its increase of crude 
oil production, and the increase in natural gas re- 
serves, among the largest in the industry. 

Including an estimated $9.50 a share earnings for 
1952, earnings since 1947 have totaled $49.40 a share, 
out of which have been paid cash dividends (aside 
from stock dividends in SONJ stock) of $10.3714 
a share. The balance has been retained in the 
business. Over $1 billion has been spent on capital 
improvements since the end of the war, expenditures 
being $134 million, $127 million and $183 million 
respectively for the last three years alone. 

Standard of Indiana is the leading refiner and 
marketer of petroleum in the Middle West and all 
phases of the company’s operations have been de- 
veloped at a rapid pace. Crude oil production, for ex- 
ample, has increased from 185,000 barrels daily in 
1949 to 242,000 in 1951 and drilling activity is indi- 
cated by the increase in completed wells of from 
335 to 529. Refinery output average per day is 
514,100 barrels against 1949 figures of 411,100. Total 
sales in this period rose from $1.125 billion to almost 
$1.5 billion. Successful exploratory operations have 
been taking place in many sections of the west, in- 
cluding Canada, those in West Texas being of partic- 
ular importance. 


AUGUST 9, 1952 


The company is extremely well-entrenched in all 
branches of the petroleum business and is in a posi- 
tion to grow rapidly. The stock sells at a relatively 
low ratio of earnings over market price, around 9 
times. The improving investment quality of the stock 
would seem to indicate that a higher ratio is inevit- 
able. The stock qualifies for those who are seeking 
a good-grade stock with obviously visible growth 
possibilities. 

Aluminum Co. of America With Aluminium, Ltd. 
already proposed for two-for-one split-up, attention 
has been called to several of the other large aluminum 
companies as candidates for similar action. Leading 
in this respect is Aluminum Co. of America, as indi- 
cated in the steady growth of net equity per share 
of from $23.77 a share in 1942 to $60.13 a share in 
1951. Based on earnings estimates for 1952, net 
equity per share should rise to close to $65 a share. 
The present price of the stock is about $84. 

The company has been undergoing a very large 
expansion program. This has occasioned large-scale 
financing which has taken the form of a $100 million 
bank loan earlier this year, succeeded by a $125 mil- 
lion issue of debentures. Funds provided will bring 
the company’s ingot capacity up to 575,000 tons by 
the end of 1953, or about 40% of domestic capacity, 
without including stand-by capacity. Fabricating 
capacity is approaching the 375,000 ton annual level 
offering a very wide base for sales and profits. 

The company seems to have reached an annual 
earnings power of between approximately $7-$9 a 
share, compared with earlier year levels of between 
$3-$5 a share. Current earnings, despite obstacles 
such as high taxes and government restrictions, prob- 
ably represent the norm that may be expected in the 
next several years. For the longer-range future, the 
company as the dominant factor in the domestic in- 
dustry, should profit substantially from its strategic 
position in an industry that is steadily growing in 
economic importance. The use of aluminum is being 
extended into many new fields, particularly in con- 
struction and ship-building opening up a new horizon 
for the industry. 


Earnings Valued on Low Basis 


Aluminum Co.’s earnings are evaluated in the 
stock market at only 9 times 1951 earnings, whereas 
Aluminium Ltd.’s earnings are rated at about 14 
times. There does not seem sufficient justification for 
this disparity, based on the relative position of these 
companies. The stock, as a long-range type of invest- 
ment, seems well qualified for inclusion in a soundly- 
arranged portfolio. (Please turn to page 558) 
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fs cold air mass that recently moved 
southward from Canada, bringing with it rains and 
showers for parched soils in the major agricultural 
areas of the United States, was worth many tens 
of millions of dollars to American farmers. 

We now can assert, with a degree of assurance 
that was impossible before the recent arrival of 
sorely needed moisture, that this will be a year of 
bumper crops for American agriculture as a whole. 
And, now that the protracted steel strike is ended 
and national income is rising again, that the months 
ahead will constitute a period of high level farm 
returns. This is of major significance not only to 
those business men whose welfare is closely related 
to the agricultural scene but to American business as 
a whole. 

High level production of farm products has not 
always brought prosperity to farmers. While bumper 
crops always have benefitted merchants, dealers, 
warehousemen, truckers, railroads, and others who 
handle farm products and whose income increases 
with the volume handled, farmers have not always 
benefitted from large output. The resultant low levels 
to which prices of farm products often have fallen 
under the pressure of heavy marketings sometimes 
have resulted in near disaster to farmers, rivalling 
that from unfavorable weather conditions. 

This year, largely as a result of the comparatively 
low level of crop production in 1951, the “carryovers” 
of most farm products are relatively small. That 
helps farmers get better prices for their 1952 crops 
than if there were large remaining stocks from last 
year’s crops. Full employment and high wage rates, 
the latter now tending to rise as a result of the 
increases in steel mill wages and the possibility of 
a fresh round of wage increases in numerous indus- 
tries, also are sustaining factors in the face of large 
agricultural production. And, regardless of how you 
may feel about them, federal price supports—now 


established at 90 percent of “parity” through 1954 
for the major crops—forestall the possibility of more 
than small declines in unit prices of the crops that 
contribute heavily to total farm income. 


Size of the Crops 


Prices of farm products in primary markets now 
are about 114 percent lower than a year ago, on an 
average. Prices received by farmers also are down 
a little. Slackening in inflationary sentiment, decline 
in export demand for American farm products and 
the increases in farm production have effected a 
slight downtrend in the average level of prices re- 
ceived by farmers notwithstanding the stimulus of 
rising national income. 

The 1952 wheat crop—winter and spring wheat 
combined—will aggregate 1,249 million bushels as 
compared with the 1951 crop of 987 million and the 
ten-year average of 1,085 million, according to the 
official July estimate. Now that timely rains have 
occurred, the corn crop may exceed the July forecast 
of ~°*5 million bushels, which compared with the 
1951 crop of 2,941 million and the ten-year average 
production of 3,012 million. 

The 1952 cotton acreage is smaller than last year 
by about 7 percent, but plantings were reduced in 
low-yield areas and maintained or increased in high- 
yield areas. It is believed that the first official esti- 
mate of the 1952 cotton crop—scheduled for release 
on August 8—will show a production of 16 million 
bales or more as against the 1951 production of 15.1 
million and the ten-year average of 11.8 million. 

Plantings of soybeans for harvest as beans are 5.3 
percent larger than last year, and the 1952 soybean 
crop is expected to be of record or near-record pro- 
portions. In much of the Middle West, soybeans now 
rank with corn as a major crop. 

Indicated tobacco production of 2,224 million 


THE MAGAZINE OF WALL STREET 








eh OOF 


— As 


Tan 2 ee ee ee, a ee PI 








954 
ore 
hat 


(OW 
an 


ine 
ind 
la 
re- 


of 
eat 


the 
the 
ive 
ast 
she 
ge 
ar 
th- 
ti- 
ise 


on 
1 


1.3 


YC tee ea 











pounds is 4.5 percent less than the 
record large 1951 crop of 2,328 
million but compares with the ten- 
year average of 1,842 million. The 


Leading Western Carriers 


this Fall, as sometimes has hap- 

pened in years of bumper crops. 
Marketings of farm products— 

expressed on the basis of physi- 





rice crop is larger and is esti- 
mated at 45.4 million bags as 
against 43.8 million last year and 
the ten-year average of 32.9 mil- 
lion. However, the peanut acreage 
is down 22 percent and a much 
smaller crop than last year is in 
sight. 

Truck crops have been hurt by 
dry weather, but the outlook now 
is favorable for the balance of the 
1952 season. 

Cattle marketings during the 


Chi. Burl. & Quincy 
Great Northern Ry. 


Missouri Pacific 
Northern Pacific 
Union Pacific 


Atchison, Top. & Sta. Fe 
Chi. Rock Island & Pac. 


Minn. St. P. & S. Ste. Marie 


*Includes Wisconsin Central. 


1951 cal volume—are expected to aggre- 
gate 5 to 10 percent larger during 
the fall and early winter months, 
which constitute the important 
marketing period for the bulk of 


Tonnage Yo of 
Wheat Total 
(000) Freight 


4,908 7.8 

3,386 6.3 the crops except winter wheat, 
3,233 7.5 than in the corresponding period 
Tae a of the 1951 marketing season. A 
2797 «5.1 considerable period of growth still 
2698 97 lies ahead, during which present 
4517 79 crop prospects may increase or de- 


crease. Hence, it is difficult to fix 
the probable volume of market- 











second half of this year are ex- 








ings with any greater degree of 





pected to register somewhat more 

than the normal increase of about 15 percent over 
first half year marketings, reflecting record-high 
cattle numbers. Marketings of sheep and lambs will 
be above a year ago. But, hog marketings will be 
lower as a result of the 9 percent decline in the spring 
pig crop. Total livestock marketings, on a poundage 
basis, are expected to equal or slightly exceed last 
year. 

The Department of Agriculture estimated some 
weeks ago that total 1952 crop production might be 
second only to the record high year of 1948. Now, 
with the moisture shortage relieved, this prospect 
appears to be definitely assured. In addition, the 
balance this year is somewhat unusual. Although 
there are local areas where crops are short and 
where farmers are feeling the pinch, the outlook 
is generally favorable in all of the major agricul- 
tural sections of the country. 

It is difficult to determine just what prices of any 
individual farm product may do under a given set 
of circumstances, and it is quite possible that unit 
prices of some products may ease further during the 
fall months under the pressure of seasonal market- 
ings. For farm products as a whole, however, prices 
appear to have about discounted the impact of the 
large 1952 crops. 

Since prices of agricultural products display con- 
siderable sensitivity to the trends in industrial pro- 
duction, it is reasonable to suppose that the rising 
trend of business—which some econ- 


exactness at the present time. 

Barring crop setbacks, however, the volume is 
likely to be closer to 10 percent higher than 5 per- 
cent higher. With the level of farm products prices 
down only slightly, gross farm income from market- 
ings during the second half of 1952 may run 7 to 8 
percent larger than in the second half of 1951. If 
prices strengthen, the gain will be greater. 


Farm Costs Higher 


During the first half of this year, according to 
preliminary estimates, farmers’ cash receipts from 
marketings were about 4 per cent greater than in 
the first half of 1951. 

Farmers, like most other business men these days, 
have been caught in the vise of rising costs of opera- 
tion. During the early years of the postwar infla- 
tion, prices of farm products rose much faster than 
the farmers’ costs of doing business. Now, the lush 
period of farm prosperity is past. 

The “parity index” compiled by the Department 
of Agriculture—which is a measure of farmers’ costs 
of operating and includes the costs of commodities 
purchased for farm living and farm operation, plus 
interest, taxes, and wages—has flattened out during 
the past few months and now stands about two per- 
cent higher than last Fall. 

On this basis, net farm income during the second 
half of this year seems (Please turn to page 557) 





omists expect will result in a new 
peacetime high before the end of the 
year—will tend to offset the usual sea- 
sonal marketing pressures. 


Prices Should Hold 


In any event, no particular decline | *?°° 
in farm products prices is in sight in 
the near future. Anend of the war in J 4.00 
Korea might result in some temporary 
selloffs in prices, but setbacks under 
such a circumstance probably would [2° 
be transitory in view of the funda- . 
mentals of the current situation. 

_ Barring presently unforeseen devel- 
opments, the prospects are that unit 
prices of farm products—taken as a | °°. 
whole—will be maintained at around 
current levels and will not be de- | 200 | 

















pressed during the marketing period 
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CASH FARM INCOME 
DEPARTMENT OF AGRICULTURE ESTIMATES WITHOUT SEASONAL ADJUSTMENT 
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Happanday-b ins "ay 


By 


W. ashington 


—TV AND THE CONVENTIONS - 


By E. K. T. 


PRESIDENT TRUMAN’S statement that preferential 
primaries are nothing more than eye-wash seems to 
have been supported by the decisions of the national 
conventions, neither of which nominated the front 
runners of state contests. Senator Taft had almost 





WASHINGTON SEES: 


Besides being the only man to be both a mem- 
ber of the House and a member of the Senate 
at the same time, John J. Sparkman of Alabama, 
can go down in history—possibly—as the catalyst 
that blended a rather badly split party into a 
cohesive whole. 

(By the way of explanation: Sparkman was 
appointed to the Senate by the Governor of Ala- 
bama, filling a vacancy, but a vote of vital inter- 
est to his state was pending in the House and 
he was prevailed upon not to resign until he had 
participated, even though he’d already been 
sworn in as a Senator.) 

Senator Sparkman is “liberal” enough to win 
the clearance of President Truman. That was all 
Gov. Stevenson was interested in; the nominee 
didn’t speak his views on second spot until he 
talked with the President at the Stockyards Inn. 
Yet he’d been off the Fair Deal reervation on mat- 
ters, including aspects of the civil rights program, 
frequently enough to satisfy southern conserva- 
tives. His nomination is an olive branch handed 
across the Mason-Dixon Line. To this point at 
least, the gesture seems to have been well re- 
ceived. The southern states wanted Russell for 
President but knew he couldn’t make the grade. 
He wouldn’t take second billing on the ticket, so 
they settled for Sparkman. 











$24 


enough delegates to win when he arrived at Chicago, 
but didn’t even survive a completed first ballot with 
Dwight Eisenhower who wasn’t entered in a handful 
of states. Adlai Stevenson entered no primary, and 
yet carried off the nomination, defeating Kefauver 
who swept them. 


CONTROVERSY over the issue whether televised cov- 
erage of the conventions was good or bad continues 
unabated. It is certain that the political string- 
pullers would prefer to see it ended. It revealed a 
performance giving rise to substantial demand that 
conventions be abolished and a direct national vote 
by the electorate be substituted. Also, the “mug- 
ging” by delegates who called for polls of their dele- 
gations for the sole purpose of getting into the show 
unnecessarily prolonged both meetings. 


KOREAN WAR involvement, which would have been a 
major issue in the event Senator Taft were the Re- 
publican nominee for President, will take a back seat 
under the present alignment of battling forces. The 
extent of United States participation in the United 
Nations endeavor will not be fully disclosed under 
any circumstances, but a Taft campaign would have 
produced some significant figures, illuminated the 
cost and the lost. Needless to stress is the fact that 
this country is battling the “police engagement”’ in 
a disproportionate measure. The President’s report 
on the United Nations bill proves that. More than 
one-half the manpower, more than three-quarters of 
the naval strength is drawn from the United States. 
According to the latest figures, our casualities are 
approaching the 115,000 mark, a tragic circumstance 
for tens of thousands of American families. To this 
must be added the treasure in billions of dollars ex- 
pended by this country in its fight to halt aggression. 


EISENHOWER hasn’t indicated yet whether he is dis- 
posed to carry out the Truman policy. He has been 
skating over thin ice, unwilling to draw the lightning 
of opposing force by asserting that the Korean war 
has been badly waged. His known dislike for his fel- 
low general, MacArthur, is strong but not strong 
enough to carry him into open campaign against the 
policies of the man who was once his boss and who 
still has a large following. 
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Now that the sound (but not all the fury) of 
the national political conventions has died away, the 
platforms have been published and filed, and the delegates 
are back home, the country can expect a campaign that 
will be waged on a higher level than the last political 
generation had witnessed. Not since 1932 has there been 
a national election in which a White House incumbent was 
not a candidate. When the sitting President is not 
running, the pointing with pride and answering viewing 
with alarm take on less significance. Issues, rather than 
personalities, enter the discussions. 



































The republican party's nominee this year is 
a political novice whose speeches to date have been 
dignified even if some have contained roundhouse swings 
which suggest that a ghost writer slipped a passage in 
when the general wasn't looking. But it's hard to cast 
him in the role of a slam-bang campaigner. Interesting to 
watch will be Ike's transition from a life in which his 
commands became law into one in which even his own staff will say it isn't necessarily so. 
The democratic nominee has had more political experience but it has been on the state 
level. Neither can make an attack on the other with any evidentiary argument directed 
at the quality of his public service. Red herrings are out of season, therefore. 





























The platforms are seldom read, and, to exhume an ancient expression, are 
built to stand on, not to run on. Naturally, the democrats merely recorded the policies 
and practices of the past two decades. To that extent they had a less difficult job than 
the GOP convention committee faced. Torn between a hope to find a better way and a 




















on major issues and that their candidate sparked much of the foreign policy, the stymie 
was there. On domestic issues, the only arguable point was civil rights, and neither 
party was having any of that. Each took the path of least voter resistance, wrote a 


plank about as informative on the subject to the average voter as a logarithm table. In 














that respect, the delegates were following a long and distinguished line of predecessors 
in political double-talk. 





Why a civil rights program built around a Fair Employment Practices Com- 
mission could have the capacity to split either party is somewhat difficult to under- 
stand. What does FEPC propose to do? Fundamentally--if not entirely--it forbids an 
employer from refusing a job to any person on the basis of the applicant's race or creed. 
Rejection on any other ground is not prohibited and an employer with a bias can easily 
get around the language of such a statute, it has been pointed out by some members of 
Congress who cannot understand what all the shouting is about. 

















The logic of such analysis perhaps interests the contending factions less 
that the implications of a federal enactment. That's especially true of the democratic 
party. If, say the more vocal congressmen from the southern states, the national 
lawmaking body can determine that it could be a violation of the constitution to deny 
any person a job under the stated circumstances, state's rights are gone. And that 
explains why national party conventions tie themselves up in debates what, perhaps, 
only a fraction of the nation understands or cares about. 





























Viewing the two parties' platforms from a broader outlook it is hard to 
distinguish great difference. The United Nations is supported in each. National 
defense must be assured at any cost—a vague declaration, less clarified by recent 
budgetary action. Political unity among friendly nations is encouraged, and that 
already is being done. Adequate housing, a considerate social security act, health 
measures (Short of socialized medicine), are aspirations of both platforms. And these 
are things which have had bi-partisan Support on Capitol Hill even if some of the 
elementals have been in dispute. 
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The democrats might properly be accused of inconsistency on one major 








point. They pledged their party—rhetorically of course--to the maintenance of constitu- 
tional government while the shadow of the attempted steel mills seizure hung over 
Chicago. The Supreme Court wrote the answer to that plank and the GOP researchers won't 
have to stew over history books to meet it. If one were to read the platform, he would 
get the impression that the Administration met the inroads of sin on high federal 
levels and conquered it. There are doubts on that point and they'll find expression 
during the campaign. 




















The democrats, not surprisingly, called for repeal of the Taft-Hartley Law. 
The timing of the steel strike settlement was too near to perfect to be accepted as a 
complete coincidence. The announcement to the convention and nationwide listeners and 
viewers appeared more like a Hollywood prodiction--welcome as the news was. The White 
House settled the strike; settled it without invoking the provisions of the Taft- 
Hartley Act in spite of a republican-led congressional "request" that Mr. Truman bring 
that act into play. Whether it could have been settled earlier is a question that will 
be roundly discussed. And, critically. Defense production suffered; so, too, did 2 
million workmen who were off payrolls for weeks. 
































It is difficult to obtain the precise picture of organized labor's position 
on taxes from the "explanatory" statement released by the American Federation of Labor. 
The disquisition says congress talked of a balanced budget but "put through several 
ill-advised tax reduction measures that strengthened inflationary forces considerably." 
The result, continues AFL, was to hold down surpluses or actually create deficits. 

Then came the defense program and enforced boosting of tax money outlay without 
corresponding tax money income. Congress is blamed for that: President Truman asked 
that loopholes be closed and, accused the labor organization, the lawmakers refused to 
do So. 



































The Federation said it would probably not indorse any Presidential 
candidate this year. But before the democratic convention had picked its nominee, AFL 
Significantly made this announcement: "Ironically, the majority of the congressmen 
who are largely responsible for current inflationary conditions, the unbalanced budget, 
and the tax loopholes for the wealthy are now joining Candidate Eisenhower in the 
chorus to balance the budget and reduce taxes. . .. The American people must certainly 
be curious as to the identity of the congressional leaders Candidate Eisenhower would 
consult on tax and budget problems in the event of his election." Sounds suspiciously 
like an indorsement, but not for the general. 














And on the subject of taxation, another sidelight was seen. Delegates to the 
democratic conclave cast aside pleas of the National Tax Equality Association and 
other groups opposing cooperatives, adopted a plank pledging the party "to continue to 
support the sound development and growth of bona fide farm cooperatives and to protect 
them from punitive taxation." The National Council of Farm Cooperatives rejoiced. But 
the fight will go on. The republicans had adopted a somewhat similar declaration of 
principle although the GOP left out the basic reference to "punitive taxation." 
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canning is averted. While the NPA had directed that some steel be shifted from other 
non-military uses to the manufacture of cans the steel distributors lifted an eyebrow 
and asked: "What steel?" Canners say there still will be losses in the food supply 
unless the movement to tinplate production is speeded. That was to be expected; suspi- 
cion is that they are crying "wolf!" The container manufacturers don't share the 
pessimistic view. Their inventory position was good. 


























As has been forecast, President Truman has ordered a broad inquiry into 
foreign trade policies with particular reference to increasing restrictions on imports. 
The Cordell Hull program of reciprocal trade agreements has been whittling away; 
several amendments have been made with each renewal. Mr. Truman hopes the citing of a 
few specific instances of the effect will assure a broader based bill next time. 
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Countries That Transact 


Their Foreign Trade 


In American Dollars 


By V. L. HOROTH 


~ 

Tw countries that yield place only to the 
United States and to Canada as a source of dollars 
in this dollar-hungry world comprise what is usually 
termed the “outer” dollar area. They include Mexico, 
Guatemala, El Salvador, Honduras, Nicaragua, Costa 
Rica, and Panama in Central America; Cuba, Haiti, 
and the Dominican Republic in the Caribbean; Vene- 
zuela, Colombia, Ecuador, and Bolivia in South 
America; and the Philippine Republic in the Far 
East. All these countries peg their currencies to the 
U.S. dollar and use it (or U. S. government securi- 
ties) as the legal backing for their currencies, very 
much as the individual sterling area countries use 
British government securities. 

But there the similarity with the sterling area 
ends. The dollar area countries do not subscribe to 
unwritten laws as do the sterling area countries, nor 
do they hold “club meetings” of finance ministers or 
central bank governors. But the dollar area has a 
greater respect for the dollar than the sterling area 
has for sterling. In some of the “member” countries 
—not in all—the dollar circulates freely with the local 
currency and is used interchangeably in internal and 
external transactions of these countries. Most of 
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them require straight U. S. dollar payments 
for their exports and in turn pay for most of 
their imports with U. S. dollars. 

This feature, payment in dollars, is the prin- 
cipal reason why the “outer” dollar area coun- 
tries are being increasingly courted by West- 
ern European exporting nations and by Japan. 
The American exporter, who has come to re- 
gard this area as his private preserve, is now 
faced, as will be seen, with increased competi- 
tion. To judge by the hundreds of German, 
Italian, Belgian, and British travelling agents 
combing such countries as Venezuela, Mexico 
and Colombia, this competition will become a 
lot stiffer. 

Not all the currencies of the “‘outer” dollar area, 
however, are equally “hard” or equally transferable 
into dollars. Six of the countries, Cuba, Guatemala, 
the Dominican Republic, Haiti, El Salvador, and 
Panama, have no exchange restrictions whatsoever, 
except for provisions that sales and purchases of 
foreign exchange be made through qualified banks. 
A mild form of import licensing is employed in these 
countries to provide protection for the local produ- 
cer. In Mexico, Honduras, and Venezuela—where the 
currency, the bolivar, is perhaps the hardest of the 
lot, the U. S. dollar not excepted—there are no ex- 
change restrictions, but import and export licensing 
is somewhat stricter and more extensive than in the 
first group of countries and directed not only at the 
protection of the local producer, but also at the main- 
tenance of external payments on an even keel. 


Varieties of Controls 
The third group of countries, Costa Rica, Nicara- 
gua, Colombia, Ecuador and Bolivia, employ ex- 
change controls, quotas, and import and export li- 
censing of varying severity. Some of them even have 
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two or three different exchange rates. The stiffest 
controls exist in Bolivia, where all foreign exchange 
earned or expended must now pass through the cen- 
tral bank. 


Dependency on U. S. 


The primary reason why the above countries have 
based their monetary systems on the dollar is their 
absolute economic and financial dependence upon the 
United States market. As a producer of bananas for 
the U. S. market, Honduras, for example, is as much 
an integral part of the great American market as is 
Alabama. Business in Guatemala, which sends most 
of her cash crops, coffee and bananas, to our market, 
is affected by much the same factors—the purchasing 
power and the attitude of the U. S. consumer—as are 
the fruit growers of Florida or Georgia. Only Mexico 
and Colombia have broadened their internal mar- 
kets sufficiently to moderate the impact of business 
swings in the United States. 


While the great depression in the thirties nearly 
wrecked Cuba and a number of Central American 
countries economically, the Caribbean and Central 
America were, next to Canada, the first foreign areas 
to benefit from the spilling over across the border 
of our great wartime and postwar booms. The per 
capita purchasing power of these countries has dou- 
bled and even trebled (Panama) since the first World 
War. As will be seen from the accompanying table, 
per capita purchasing power is still low compared 
with this country, but that of Venezuela and Cuba 
compares favorably with that of Italy and Spain. 

The “spilling over” of our boom and prosperity 
has also been reflected in a great expansion of the 
foreign trade of this area which is nearly four-fifths 
as large as the continental United States and where 
live more than 70 million people. Before the war, the 
sales and purchases of this area ranged between $500 
and $700 million a year each way. In 1951, exports 
rose to an all-time record of some $4 billion, while 
the imports came to about $31, billion, also a record. 

The close ties between the United States and this 
area are reflected further in U. S. investments. In 
1943, American residents held in the area property 
worth some $2.1 billion. These holdings are now esti- 
mated to have increased to almost $5 billion, largely 
due to heavy investments made in Venezuelan pe- 








Countries of the “Outer Dollar Area” 





Area Population Per Cap. U.S. In- Automo- 
(000 sq. (000, 1951 Purch. vestments biles ‘50 
miles) est.) Power (000,000)a (000) 





Mexico faba 760.4 26,330 $121 422 173 
Guatemala ; 42.3 2,890 77 93 
El Salvador ..... 13.2 1,900 20 
Honduras ........... 59.2 1,560 
Nicaragua ‘ 49.5 1,080 
Costa Rica : 23.0 820 
Panama pubes 28.6 830 
Cuba .. oe 44.2 5,520 
Dominican Rep. . 19.3 2,170 
Haiti oe 10.7 3,800 
Venezuela 352.1 5,000 
Colombia : ” 439.8 11,270 
Ecuador 104.0 3,130 
BNE Fcetsants 419.5 3,990 


own wn 
| BWBeEOONWANNUNNYG DA 


Total ; 2,365.8 70,290 





(a)—May 31, 1943. 
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troleum and oil fields. 

Anyone travelling through this vast area of Latin 
America which chooses to align its currencies to the 
dollar—be it from Ciudad Juarez in Northern Mexico 
to Quito in Ecuador, or from Havana in Cuba to 
Caracas in Venezuela—cannot fail to be impressed by 
the signs of prosperity around him. There are not 
only signs of American “civilization” all around— 
motor cars, radios, refrigerators, canned foods, and 
U. S. farm factory equipment—but the cities in this 
area have grown prodigiously, partly as a result of 
the rapid growth of population and partly as a result 
of a drift to urban areas where factories financed 
by American and local capital have mushroomed. 

Caracas, for example, has grown during the last 
decade faster than any city in the United States, Los 
Angeles not excepted. More than one-tenth of the 
entire Venezuelan population is now settled in the 
Caracas valley, where, as one traveller put it, “one 
cannot turn a corner without seeing girders and 
scaffolding”. The amazing building boom, to which 
there seems to be no end, has stimulated the growth 
of local industries and the introduction of a long list 
of new ones with the help of American capital and 
enterprise. 

In Colombia, the cities of Bogota, Medelin, Cali, 
and other commercial and industrial centers have 
enjoyed a boom almost as spectacular as the one 
which changed Caracas into a city of gleaming mod- 
ern palaces. In Cuba the postwar economic expan- 
sion has been tempered by the low price of sugar 
and by high production and living costs, but even in 
that country changes are in evidence everywhere: 
new highways, harbor works, schools, and sanitation 
works. In Mexico, urbanization, the rapid growth of 
the population, and the more than doubling of real 
incomes since prewar have transformed the face of 
the country. Mexico City has grown into a busy met- 
ropolis of over 3 million—only a million or so less 
than greater Chicago. The building of highways, 
which the newly-elected President, Sr. Cortinez, has 
promised to pursue as consistently as his predeces- 
sors did, has opened up areas that up to recently were 
self-sufficient and independent of the rest of the 
country. 


Growth of Industrialization 


But while the influence of industries, road build- 
ing, the development of new natural resources, and 
the urbanization of population, are transforming the 
countries bordering the Caribbean, some of the old 
weaknesses remain: dependence upon relatively few 
crops or natural resources, limited land area avail- 
able for crops, and generally low productivity of the 
farmer which makes for insufficient production of 
food and for lower purchasing power in rural areas. 
In Venezuela, for example, the farmer; who has little 
capital to buy machinery or trucks to transport his 
products to the fast growing cities, is being ruined 
by imported foreign food. Almost one-half of Vene- 
zuela’s foreign exchange earnings are being spent for 
food imports. Yet the country is larger than France 
and Germany combined, and its rural population is 
less than four million. 

As a result of the urbanization and industrializa- 
tion, political power throughout the whole area is 
gradually passing from the hands of large landown- 
ers into the hands of labor unions and city dwellers. 
The results of the transfer of political power have 
not always been favorable to the U. S. investor or 


THE MAGAZINE OF WALL STREET 

















atin 
the 
<ico 
, to 
| by 
not 
1d— 
and 
chis 
SOL 
sult 


% 

ast 
Los 
the 
the 
one 
und 
ich 
vth 
list 
ind 





ali, 
ave 
yne 
od- 
an- 
rar 

in 
re: 
ion 

of 
eal 

of 
et- 
ess 
ys, 
1as 
es- 
are 
the 



































EAN TT ST SR Ae SO A SEN cma a tT OS 
Foreign Trade of the “Outer Dollar Area” Countries* 
(in millions of dollars) 
Overall United States British German 
Trade Imports Exports Imports Exports Imports Exports | 

Country: Exports Imports from to from to from to 
Mexico $ 572 $ 823 $ 326 $ 711 $ 49 $ 18 $ 24 $ 20 
Guatemala rh 76 81 64 47 4 3 1 4 
El Salvador . : 86 60 64 42 2 1 3 
Honduras 78 45 24 34 1 2 
Nicaragua ; , 37 34 21 21 3 1 1 2 
Costa Rica ... 39 56 28 32 2 2 4 
Panama etic 14 75 W 47 9 4 2 
Cuba 786 691 418 540 136 21 31 10 
Dominican Rep. . 108 56 49 49 64 2 1 2 
Haiti .. bs 50 45 33 28 4 2 1 
Venezuela 1,471 722 323 456 25 46 15 24 
Colombia ‘ 487 365 362 226 2 19 25 30 
Ecuador 52 64 36 35 1 4 3 5 
Bolivia 150 101 51 40 47 5 S 5 

Total . $4,006 $3,218 $1,810 $2,308 $335 $135 $113 $114 

*—1951. 











local capitalist, the most recent illustrations being 
seen in Guatemala and Bolivia. 

As the producers of raw materials and tropical 
foodstuffs primarily for American market, the coun- 
tries of the “outer” dollar area have been differently 
influenced by this country’s rearmament activities 
and recession in consumer goods trades. In the case 
of Venezuela, for instance, the rearmament boom and 
the cessation of Iranian production have brought 
about the expansion of Venezuelan petroleum output 
to record levels, exceeded nearly every month. In 
combination with the exploitation of the fabulously 
rich iron ore crust covering whole mountains in the 
Orinoco River region, Venezuela may confidently look 
forward to an uninterrupted boom and prosperity. 
The question that may bother some people in Vene- 
zuela is whether too much of the prodigious mineral 
wealth is being spent on high living and on social and 
economic projects of doubtful value. Just now every- 
body seems to be happy and making money in Vene- 
zuela except the tough Andean peasants — among 
whom revolt is always smouldering — who cannot 
compete efficiently with the food that the country is 
now importing, and who are leaving their farms to 
seek employment in petroleum and iron ore fields. 


Inflationary Pressure in Mexico 


As a producer of tin, another war commodity, 
Bolivia seems to have missed the boat by insisting on 
getting too high a price. The threatening nationali- 
zation of the tin mines will hinder the recovery of 
tin output and keep down the earnings of foreign 
exchange. In Mexico, which as an important produ- 
cer of lead, zinc, silver and copper could have prof- 
ited from the rearmament boom much more than she 
has so far, the mining activity has been held down 
recently by the rise of production costs. Internal in- 
flationary pressure generated by heavy Government 
and private investments in public works and in fac- 
tory and residential building, remains a constant 
threat to the country’s balance of payments and to 
the stability of its currency. 

The coffee-producing countries of the area, Colom- 
bia, Guatemala, El Salvador, and Haiti, continue to 
benefit from the high price of coffee—thanks to price 
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“stabilization” efforts of the Brazilian government, 
relatively small Brazilian coffee crops, and “barter” 
deals with European countries made with a view of 
removing threatening surpluses. How long this situ- 
ation will continue is anybody’s guess. Meanwhile in 
Colombia, where large return on capital invested is 
taken for granted as elsewhere in Latin America, 
some dissatisfaction is voiced with the deflationary 
policies of the present conservative government. Out- 
side capital has been flowing into the country, now 
that the fiscal situation has improved and the peso 
is more stable. The present government is very 
friendly to foreign capital—but there is a constant 
threat present that the dissatisfaction with the high 
cost of living will lead to political upsets. 

As to the sugar producers of the area, Cuba and 
the Dominican Republic, the former has just har- 
vested a record crop. Even though the 1953 crop 
is being drastically reduced, there will be a large 
enough unsold carryover to create problems similar 
to those in the thirties. The situation will demand 
some reduction in the Island’s high production costs 
and in the cost of living. The country’s new dictator, 
Sr. Fulgencio Batista, will have no easy job to keep 
social and political dissatisfaction—a likely conse- 
quence of disinflationary measures—from exploding. 

Despite some strains and stresses during the 
months ahead, the business prospects in the “outer” 
dollar area apparently look good to European and 
Japanese traders. As was already pointed out, the 
Europeans, and the Germans in particular, are mak- 
ing a serious bid for this market. The principal items 
that Germany is offering—usually on terms far easier 
than the American exporter has been used to giving 
—include structural steel, reinforcing bars, wire, rail- 
way equipment, motors, motor cars, scientific instru- 
ments, electrical plant equipment, glass, dyestuffs, 
chemicals of all sorts, pharmaceuticals and alumi- 
num products. 

Germany concluded during the past year impor- 
tant commercial pacts with Cuba, Colombia and Mex- 
ico. The Cubans will probably take German machin- 
ery and chemicals if Germany takes some Cuban 
sugar. German factory and railway equipment was 
recently sold to Mexico. 
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How to Avoid 


Paying Double 


Taxation On 


AM 


Stocks 





By GEORGE L. MERTON 


Uf nies the investor takes the necessary pre- 
cautions in the purchase of securities, he may find 
himself, in certain instances, in possession of bonds 
or stocks subject not only to ordinary federal and 
state income taxes but also to special state or foreign 
taxes. Obviously a liability of this sort is of first-rate 
importance to the investor since it has a direct effect 
on the net amount of return from his investments. 
Wherever feasible, he should make an effort to elimi- 
nate the possibility of what, in reality, amounts in 
many cases to triple taxation. 

In order to aid the investor in determining how he 
can avoid situations of this type, we are enumerat- 
ing below a number of the states and foreign coun- 
tries in which these special taxes apply. We have also 
added tables giving this information in convenient 
form, in addition to supplementary information of 
value. We are also listing separately several wholly 
or partially tax-free issues, with reference to federal 
taxes. 

Today there are eight states with special tax 
statutes on dividends. In all cases, the levies are 
imposed under the so-called Intangibles Personal 
Property Tax Laws, which incidentally vary widely. 
The general practice is to place a small to moderate 
tax on dividends paid to residents by corporations. 
The laws usually oblige the paying companies to 
withhold the amount and remit to the state revenue 
offices at regular intervals. There are also three states 
which place taxes on outstanding shares of certain 
types of companies. For example, in Kentucky bank 
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and domestic life insurance stocks 
are subject to a 50-cent assessment 
per $100 by the State and 40 cents 
for the same amount by the county: 

The levy most frequently en- 
countered by many investors is 
Pennsylvania’s Loans Tax. Under 
this law, all resident holders of 
corporation obligations that pay 
interest are subject to a withhold- 
ing state tax of 4 mills per $1. The 
obligations include all scrip, bonds, 
shares, certificates and other evi- 
dences of indebtedness which a 
stockholder may receive. Both do- 
mestic private companies or for- 
eign companies doing business and 
having a resident treasurer in 
Pennsylvania must withhold the 
tax. 

In addition to the above infor- 
mation, it is also important for the 
investor to know that there is a 
long list of corporations whose 
dividends are tax exempt. As 
shown below, these privileged 
firms consist of industrials, utili- 
ties and railroads operating in 
Pennsylvania regardless of 
whether they maintain their prin- 
cipal] office or a branch in the State. 
A complete list of these companies 
as designated by the Pennsylvania 
State Tax Commission is available. 
The investor should bear in mind, 
however, that the list in the ac- 
companying table is by no means 
complete because of limited space. A partial list 
follows: 

ACF-Brill Motors Co.; Allis-Chalmers Mfg. Co.; 
Aluminum Co. of America; Bayuk Cigars Inc.; 
Blaw-Knox Co.; Canada Dry Ginger Ale, Inc.; 
Cluett, Peabody & Co. Inc.; Diamond Match Co.; 
Fairbanks, Morse & Co.; General Electric Co.; 











Principal States and Countries Requiring Special 
Taxes on Dividends 


STATE Tax Rate 
Florida . eas Ae Re ae secserceee O.9% 
Georgia pdeoesteee ‘ ; ae 0.1 
Missouri eS : NE a 4.0 
Nebraska .................... : 0.25 
New Hampshire j ciisdepuee eat 5 
NUNN NNONN 02 SG ons sc Gancceatee ; ; peso Oe 
Pennsylvania 0.4 

} *—Average state property rate which is fixed locally t to meet budget. 
COUNTRY Tax Rate 
Belgium ‘ ease 50% 
Brazil ee eee 15 = (registered shares) 
20 (bearer shares) 
plus 15% surcharge for both. 
Canada Ane 5 (after credit) 
Colombia Ueiscacte el a 
Cuba capitis einte’. Meek 5.8 
NTMI vss fivcss pcracscsensbont ovens . 25 
Japan 10 
Mexico : é . 10 
Norway as sabiate 25 
Peru ; : : Pee | 3 | 
Sweden ans ports atrecnt ath ie ee 
Switzerland : : 15 
United Kingdom 10 to 50 
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Ingersoll-Rand Co.; International Paper Co.; Na- 
tional Cash Register Co.; Packard Motor Car Co.; 
Radio Corp. of America; York Corp.; Baltimore & 
Ohio R.R. Co.; New York Central R.R. 

In addition to a state tax, Pennsylvania has county 
taxes. The Corporate Loans Tax, which was insti- 
tuted in 1935, supplemented the Intangible Personal 
Property Tax of 1913, which is still in existence 
and permits the county to collect an assessment of 4 
mills per $1 on bonds and other obligations issued 
by corporations outside of Pennsylvania. 

New Hampshire shareholders must pay the aver- 
age state property tax on dividends received after 
an exemption of $600. In Florida, the Intangible 
Personal Property Tax imposes a levy of 1 mill per 
$1 on stocks and bonds dated prior to January 1, 
1942. 


Wisconsin Tax Abolished 


One of the most controversial of all state taxes 
on dividends was abolished only recently. Wiscon- 
sin’s Privilege Dividend Tax, which had impelled 
all corporations to withhold a 3% tax on dividend 
earnings payable in the State, expired December 
31, 1951. At present Missouri is assessing the high- 
est rate—4% on bonds and certificates of indebted- 
ness of companies having a taxable position in the 
state. Thus, a bondholder entitled to a coupon pay- 
ment of $100 would receive only $96. 

An analysis of the tax laws of 64 countries of the 
world reveals that 33 have either regular or special 
taxes on dividends declared by foreign companies 
or by American corporations with branches or of- 
fices abroad. As a concrete part of this nation’s 
post-war international program, the U. S. has 
arranged 15 tax treaties avoiding double taxation 
with overseas countries. Thus, Americans receiving 
dividends from these nations are not subject to the 
U. S. Federal income tax on top of the withholding 
tax already deducted by the company abroad. In 
addition, U. S. corporations doing business under the 
Western Hemisphere Trade Act are permitted to 
take a reduction of 28% tax on dividends paid to them. 

Since the end of World War II a decided reorien- 
tation has occurred in the holdings of foreign secur- 
itites by Americans. A slow but steady liquidation 
has taken place in Western European stocks, while 
special interest has been focused on such neighbor- 
ing countries as Canada, Cuba and Mexico. A few of 
the Far Eastern nations, particularly 

















Stocks Paying Wholly Income Tax-Free 
Dividends 
Net Div. Paid 
per share in 1951 —- Recent 

1951 (Tox free) Price Yield 
Alleghany Corp. $2.50 Pr. Pfd.. $28.53 $5.00 79 6.3% 
Andes Copper Mining 0.39 0.50 18 2.7 
Electric Bond & Share 1.13 1.06 24\2 4.3 
General Precision Equip. 991 1.00 202 48 
Transamerica Corp. 2.30 2.66 27 9.8 
United Corp. 22 .20 5% 3.9 
United Gas Improv. 2.27 1.55 27% 6.0 





1_Before adjusted credit of 69 cents a share. 











continent. Dividends received by U. S. residents are 
limited to a 15% levy if the payee does not have a 
permanent establishment in Switzerland. Were it not 
for double taxation benefits, shareholders in this 
country would be forced to pay the regular 25% 
Anticipatory Tax and the 5% Coupon Tax imposed 
by the Swiss people. 

Based on experience from stockholders’ inquiries, 
we have listed dividend taxes for the countries where 
American dollars are most frequently invested in 
foreign securities. 


Tax Allowances on Other Securities 


Aside from the medium of state and municipal 
bonds, there are also many stocks that provide at 
least a degree of tax free income. Since the average 
yield on these equities carries some appeal, we have 
added two other tables listing stocks with wholly in- 
come tax-free dividends and partially income tax- 
free dividends. For the most part these companies 
represent investment trusts and mining companies. 
Under the law, investment trust companies distrib- 
uting to stockholders a part of profits from securities 
may pass along the capital gains tax liability. Some 
mining companies notify shareholders what portion 
of their dividend checks represents depletion for con- 
sideration as return of capital. This may be sub- 
tracted from the original purchase price of the stock 
for tax purposes. Tax relief is also provided through 
the ownership of preferred stocks or bonds where 
dividends or interest is in arrears. Part of the latter 
is not taxed as ordinary income. 




















Japan and the Philippines, also have ; | 
absorbed new investment funds. Stocks With Partially Income Tax-Free Dividends 

Because of the tremendous post-war aan : * ‘ - “ 
growth of Canadian industry, there — 
has been an unprecedented exodus of e a. ga, eee 

as s np a one ‘ Per Share Paid Portion Capital Present 
American capital = rag eg se- 1951 1951 1951 Gains Price Yield 
curities. Estimates place the amount ee sy pcan mama Satan wae alae: 

. ° o . ~ Adams Express $1.63 $2.13 54 35 6.0% 
of new U. S. investment since 1945 American International 1.05 1.84 81 23 8.0 
at approximately $1.5 billion. Here, Am. Power & Light 91 2.96 200 28% 10.4 
the stockholder is subject to a 15% Blue Ridge Mutual 2.10 375 297 10% 3.6 j 
withholding tax on dividends, with a Carriers & General . 76 1.00 .2335 13% 75 
10% eredit allowance granted for Central Hudson Gas & Elec. 72 .60 214 11% 5.2 

r Chemical Fund ... 54 2.18 1.58 22% 9.8 
Americans. As a result of a tax con- Chile Copper 452 300 85 37 81 
vention, the withholding rate in divi- General Public Service 15 30 15 4% 72 
dends paid by Canadian corporations Great Northern Iron Ore 1.32 1.50 .222 15% 97 
to parent companies is reduced to 5%. Hartford Electric Light 2.84 2.75 .704 47" 5.8 
ee ee * Lebman Corp. 2.23 5.00 k 2.88 782 6.4 

S A en pron yt = ioe National Aviation 87 2.40 1.53 20% 11.6 
5 witzer an , where merican funds Petroleum Corp. of America 1.14 1.65 56 22% 7.2 
invested in Western European secur- U. S. & Foreign Securities 4.02 4.50 2.58 687% 6.5 
ities are by far the largest on the 
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What Second Quarter Earnings Reveal 


PART II—By WARD GATES 


Aiatitional second quarter reports now at 
hand indicate that while the general trend of net 
profits is downward, a greater number of corpora- 
tions than expected have either stabilized their 
earnings or have actually increased them. Where 
increases have occurred, however, the percentage of 
gain has been modest. In a very few exceptional 
cases, especially the aircrafts, increases have been 
substantial. 

Approximately sixty percent of the corporations 
reporting the second quarter showed moderate de- 
clines from the March quarter of 1952; but com- 
parison with the second quarter of 1951 indicates 
that the decline from the latter period has been 
substantial, in many cases over 25%. As stated in 
the first installment of this article (appearing last 
issue), declines have been due mainly to the higher 
rate of federal income taxes and, more particularly, 
to rising costs, notably wages. On the other hand, 
the rise in costs due to higher prices for materials 
which was a feature of the last half of 1951 is no 
longer as important a factor, since prices in general 
have become more stabilized. This, however, has 
affected inventory values as a large portion of high- 
priced supplies carried over from the excessive buy- 
ing of early post-Korean days are being worked off 
at some discount, especially in the durable and 
non-durable consumers’ branch. 

A noteworthy development has been the falling 
off in sales in a considerable proportion of instances. 
Comparison of sales between the first and second 
quarter of the year indicates a decline averaging 
from 1 or 2% to as much as 10% and more. This is 
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an important factor in reducing operating profits as 
fixed costs remain rigidly high, affecting the net 
profit margin. In the preponderance of instances 
(please see table) the net profit margin has declined, 
in some cases substantially. This has naturally had 
the effect of cutting into actual per share earnings. 
Companies which have performed better than the 
average in the June quarter represent the following 
industries: aircraft manufacturing, airlines, auto- 
mobile parts, electrical equipment, tobacco, and food 
processors. Chemicals, can manufacturers, lumber, 
automobiles and trucks were in a declining earnings 
trend. Railroad earnings, which were covered in a 
separate analysis in the July 26 issue, showed a con- 
tinuing upward trend in earnings though some were 
affected by the practically complete cessation of steel 
shipment owing to the strike in that industry. 


Improved Prospects for Last Half 


Third and fourth quarter prospects generally now 
seem somewhat more satisfactory than was deemed 
possible several months ago. This does not mean a 
decisive change in the trend is at hand but rather 
that corporation profits, on the whole, are unlikely 
to dip under second quarter results. In some cases, 
as in aircrafts, profits are likely to rise sharply as 
deliveries to the government commence to mount in 
earnest. Also, the definite increase in manufacturing 
for defense which will be a feature of the last half 
of the year will favorably affect the industries 
involved. 

The profit margins of government contracts is 
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normally low. Nevertheless, the increase in orders 
filled and the cash received will tend to offset any 
decline in civilian production. In the retail division, 
reduction of inventories and evidence of greater price 
firmness together with enlarged public buying for 
autumn and winter needs will prove a stimulus. 

The above represents the composite picture of 
the earnings situation in industry and hence, is not 
necessarily descriptive of conditions in any individual 
company. In order, therefor, to afford our readers 
a more representative view, we append comments 
on the earnings experience in the June quarter of a 
number of important companies. 


Low Profit Margin on Defense Contracts 


Studebaker Corporation Under the difficult operat- 
ing conditions besetting the automobile industry, this 
company is turning in an exceptionally good per- 
formance. Second quarter earnings were $1.67 a 
share after all costs, including taxes. While this 
represents a decline from the first quarter profits 
of $2.06 a share, the net results must be considered 
quite satisfactory in view of the problems created 
by material scarcities and allocations. Compensating 


for the decline in civilian production has been the 
increase in defense work, it being estimated that 
about 50% of total output this year will be for this 
purpose. 

For the first half of 1952, sales were $285 million 
against $264 million for the same period last year. 
For the second quarter, net sales were $135 million 
compared with $149 million the preceding quarter. 
The decline in sales is accounted for by a reduction in 
passenger cars and trucks sold by 6,585 units. 

Illustrating the lower percentage of profit on gov- 
ernment contracts is the decline in the net profit 
margin from 4.2% in the March quarter to 2.8% 
in the June quarter. However, second quarter results 
are superior to those achieved in the March quarter 
of 1951, when the net profit margin was 2.1%. 

Defense work consists largely of large-volume out- 
put of military trucks but jet engines will soon be 
produced on an impressive scale as the company has 
nearly completed its full supply of machine tools and 
materials needed for such production. 

Based on the earnings for the first half of the 
year, which amounted to $3.73 a share against $3.23 
a share for the same period last year, it is estimated 
that full year’s earnings (Continued on page 550) 



































Quarterly Sales, Profit Margins and Earnings of Selected Companies 
———Second Quarter 1952-——__— —————First Quarter 1952--_-—— ———Second Quarter 1951 
Net Net Net Net Net Net 
Sales Profit Net Per Sales Profit Net Per Sales Profit Net Per 
i (Mil.) Margin Share (Mil.) Margin Share (Mil.) Margin Share 
Allis-Chalmers Mfg. $144.0 4.3% $2.20 $123.1 4.2% $1.85 $120.8 5.0% $2.30 
American Airlines 47.5 8.6 58 39.3 2.5 10 41.5 8.0 46 
American Cyanamid me 89.3 6.1 1.24 93.8 7.1 1.55 98.7 14.1 3.48 
American Steel Foundries ....... 36.4 3.7 1.15 36.8 4.8 1.49 32.5 6.5 1.80 
American Viscose 53.6 6.2 75 54.1 7.6 95 74.6 8.4 1.47 
Atlas Powder . 13.3 3.4 72 12.3 3.5 .67 13.5 46 1.04 
5 aS Caterpillar Tractor 130.2 49 1.61 130.3 4.2 1.38 113.8 3.8 1.08 
net Clark Equipment 36.5 4.4 2.42 37.4 4.4 2.50 31.6 5.0 2.38 
nces Container Corp. of America 42.2 5.9 1.23 44.7 6.2 1.36 59.2 5.9 1.73 
ned, Continental Can 114.0 2.5 .83 93.1 2.0 51 112.2 3.0 1.05 
had Diamond Alkali 18.2 a7 .52 20.5 8.0 .67 19.9 8.8 81 
Douglas Aircraft 114.71 2.0 1.991 81.2! 2.4 1.661 57.81 3.5 1.691 
ngs. Eaton Mfg. ............. 48.0 5.9 1.60 49.1 5.2 1.42 49.8 6.1 1.70 
the Elliott Company ... 11.6 6.6 1.46 10.4 7.8 1.67 8.2 7.8 1.39 
ving General Electric ....... 610.6 46 97 560.5, 5.1 1.01 615.0 5.7 1.23 
uto- General Foods ........ 158.3% 3.3 925 180.6% 4.1 1.303 137.23 3.0 70% 
Food Gillette Co. ............. 27.8 11.4 70 27.2 13.4 .83 25.8 14.7 .86 
Hercules Powder ... 43.7 6.2 1.02 48.0 6.3 1.10 56.2 6.8 1.17 
ber, Heyden Chemical 4.8 3.7 04 5.8 8.9 3) 8.0 9.0 61 
ings Howe Sound yf i 10.0 47 8.1 11.9 59 aa 13.5 70 
ina Joy Mfg. . 17.0 5.2 1.00 21.0 6.1 1.45 18.5 7.3 1.55 
con- Libby-Owens-Ford Glass 42.2 9.4 78 38.3 9.0 67 46.9 10.9 1.00 
x Liggett & Myers Tobacco 147.1 3.5 1.23 131.2 3.0 91 134.7 4.0 1.30 
vere Mead Corp. ..... ie 23.32 43 952 25.52 46 1.012 26.22 5.7 1.332 
steel Minneapolis-Honeywell Reg. 38.6 4.4 56 33.9 3.8 40 31.6 Zz .80 
Mullins Mfg. ........ 13.7 5.0 84 13.0 7.9 80 14.6 a0 84 
National Biscuit 85.7 by 65 85.4 4.9 .60 81.7 46 53 
National Cash Register 52.5 4.7 1.26 51.0 5.0 1.30 50.0 6.4 1.63 
Parke, Davis & Co. 31.9 14.5 95 38.7 13.3 1.05 31.6 11.1 81 
Penna. Salt Mfg. .... 14.5 4.8 Fr 14.7 6.2 .85 12.7 9.3 1.19 
now Reynolds Metals .. 57.0 5.0 1.88 57.1 5.8 2.23 53.1 6.0 1.93 
med Rohm & Haas ............ 26.4 47 1.39 26.2 49 1.42 29.3 69 2.36 
an a Sharp & Dohme . 11.4 4.6 .34 14.6 9.2 1.11 10.6 9.5 .80 
ther Standard Brands 90.8 2.3 62 89.3 2.3 58 76.9 2.7 78 
, Studebaker Corp. 135.5 2.8 1.67 149.8 3.2 2.06 126.4 2.1 1.14 
kely Sylvania Elec. Prod. 48.2 3.0 60 55.9 3.5 88 43.1 5.0 Wi 
aAses, Union Carbide & Carbon 221.5 10.4 .80 231.3 10.1 81 233.5 12.4 1.01 
y as United Airlines .... 40.6 7.7 1.17 32.1 2.0 .26 29.1 5.7 75 
rt in Westinghouse Electric 357.5 4.4 99 323.8 4.7 97 300.1 49 93 
ring Wrigley tWm.) Jr., Co. 19.6 12.3 1.23 18.2 11.7 1.09 18.5 13.6 1.28 
half 1—Fiscal year Nov. 30. 
tries 212 weeks. 
3—Fiscal year March 31. 
ts 18 
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Prospects and Ratings for Building, Textile and Railway Equipment 


Part III 


J he investor has rarely had a more complex 
set of conditions to consider in formulating his in- 
vestment program and in checking his securities 
to determine whether changes should be made in 
his portfolio. The difficulties in his way are neces- 
sarily multiplied by the rapidity with which trends 
in earnings are affected by such factors as high 
income taxes, fluctuations in consumer buying, 
changes in government ‘controls of prices and alloca- 
tions of materials, variations in the price level and 
the latter’s effect on the value of inventories. 

For the past year, earnings reports have re- 
flected a decline in the profit margin and, conse- 
quently, earnings. Under the circumstances, inves- 
tors are trying to discover whether this trend will 
continue or whether earnings can be stabilized 
around current levels. Obviously, such influences 
bear heavily on dividend prospects and security 
values. It is, therefor, of the greatest importance 
for the investor to obtain as much information as he 
can. 

To assist our readers in ar- 
riving at sound investment con- 
clusions under prospective 
conditions, The Magazine of Wall 
Street presents its Mid-year 
Dividend Forecast and Re-Ap- 
praisal of Security Values. This 
includes a description of the con- 
ditions under which the leading 
industries are operating, with 
an eye to their immediate trends 
and their bearing on corporation 
profits. In addition, we present 
tables for each group of stocks, 
covering in most cases such im- 
portant data as earnings, oper- 
ating margin, sales, dividends 
and yields. The stock of each 
company listed is rated accord- 
ing to investment quality, based 
on the financial position and 
earnings and dividend prospects. 

The key to our ratings is as 
follows: A+, Top Quality; A, 
High Grade; B, Good; C-+, Fair; 
C, Marginal. The accompanying 
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In the following three is- 


sues we shall complete our 
mid-year Dividend Forecast. 
Emphasis is laid especially 
on the tables which include 
6-months earnings figures 
just issued by the companies. 
These tables are valuable for 
reference and should be re- 
tained by our subscribers, as 
they include our profit mar- 
gin calculations on hundreds 
of the leading companies. 


eee teteee eee 


numerals indicate current earnings trends thus: 
1—Upward; 2—Steady ; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with earnings increasing. 

Stocks marked with a “W” are recommended for 
income return. Issues with above-average possibili- 
ties for appreciation are marked “X.”’ Purchases for 
appreciation should be timed with the investment 
advice given in the A. T. Miller market analysis in 
every issue of this publication. 

To make the fullest use of this feature, we suggest 
that the reader pay careful attention to the descrip- 
tion of each industry as given in the text. This gives 
the up-to-the-minute situation especially with regard 
to the major factors affecting these industries. By 
using this material as a background, the reader is 
enabled to tell whether the industry in which he holds 
securities is in an up-trend or the reverse. 

The tables, of course, are of great importance as 
they present the essential facts concerning the com- 
panies listed, such as a comparison of profit margins, 
dividends, yields and the price 
range. These tables enable the 
reader to tell at a glance which 
companies are making progress 
and which are failing to make 
headway. This will enable him to 
place his own company in its 
actual position as compared with 
other companies in the same field. 

Earnings figures given are 
based on the statements covering 
the first six months of the cur- 
rent corporate year in practically 
all cases. Where the fiscal period 
ends in a different month than 
June, a notation of this has been 
made. 

Subscribers will appreciate 
that we have made every effort 
to make this feature as useful 
and comprehensive as possible. 
We suggest that the tables and 
accompanying text be kept for 
future reference. In that way, we 
believe, the greatest value will 
be obtained by investors. 
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| ae for building this year are reason- 
ably promising, and most suppliers of building ma- 
terials should experience results comparing favorably 
with 1951. As demand for new houses slackens, the 
market for supplies needed in repairs and mainten- 
ance promises to expand. 

The reassuring outlook for housing finds support 
in these stimulating factors: (1) An unsually high 
rate of family formations in recent years and the 
exceptionally high birth rate; (2) steady employ- 
ment making possible the purchase of new homes; 
(3) favorable financing arrangements for home buy- 
ing—with down payments extraordinarily low for 
veterans; (4) modernization of construction plans, 
such as development of ranch houses, tending to 
induce owners of older homes to shift to new houses 
offering greater convenience and attraction; (5) eco- 
nomies in construction achieved in mass production 
permitting contractors to offer new houses on terms 
cheaper than rent; and (6) a growing conviction 
that construction costs are unlikely to decline im- 
portantly, so there seems to be no point in waiting 
for prices of new houses to come down. 

Although credit restrictions on construction have 
been eased, a few restraints remain which may retard 
building activity slightly. Indications are that addi- 
tional relaxations may be expected before the end of 
the year. With labor more plentiful in some areas, 
chiefly as the result of strikes and involuntary clos- 
ings necessitated by searcities of critical materials, 
repair projects are going forward more vigorously. 
Financing of small contracts has been eased con- 
siderably in recent months. Removal of requirements 
for a 10% down payment on repair and rehabilita- 
tion projects has eased the way for a setup in such 
work. Repeal of restrictions on installment purchases 
of consumer goods also has spurred kitchen mod- 
ernization plans. With many industrial plants closed, 
men are available to work on a temporary basis with 
the result that repair and maintenance activity has 
increased sharply. 

A further relaxation in credit restrictions on 
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A New Lease of Life for 


Building Industry? 


By STANLEY DEVLIN 


purchases of new homes is anticipated in the next 
few months. Provisions of the new Defense Produc- 
tion Act require government authorities to reduce 
minimum down payments to 5 per cent of the cost 
if new housing starts fall below an annual seasonally 
adjusted rate of 1.2 million for three consecutive 
months. Latest figures disclose the June total of hous- 
ing starts approximated 106,000, which Washington 
experts estimate would fall below 100,000 on a sea- 
sonally adjusted basis. Inasmuch as July and August 
starts are expected to show no appreciable improve- 
ment over June results, observers believe that for 
three consecutive months the adjusted rate is likely 
to drop below 1.2 million houses annually. Hence, by 
October 1 the government may lower the requirement 
for down payments to 5 per cent—which would mean 
only $750 to $1,000 for popularly priced homes and 
as little as $500 on a geat many houses in community 
developments. 


Lower Credit Restrictions Will Help 


Assuming that economical dislocations caused by 
the steel strike have been removed and that employ- 
ment again is at high levels, prospects for a good 
winter season in building would be improved by 
lowering of credit restrictions. The need for new 
homes is virtually as strong as ever. New family 
formations have continued at an exceptionally high 
rate, and although doubling up is not as prevalent 
as during the war, there still is enough crowding 
to create a strong demand for separate homes as soon 
as economic conditions permit one family to move. 

With demand promising to remain as strong as 
ever and with raw materials, except perhaps for 
steel, once more plentiful, construction seems likely 
to reach a level this year comparing favorably with 
1951 figures. Expenditures are expected to approxi- 
mate $30 billion, which would compare with $29.9 
billion recorded last year. The latter total represented 
an increase of about 7 per cent over 1950, but the 
gain was accounted for chiefly by higher wages for 
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employees as well as moderately increased costs of 
building supplies. 

Even though no slackening in activity is in pro- 
spect, earnings of most supply manufacturers may 
be slightly less satisfactory than last year. Keener 
competition is evident as a result of the accumulation 
of extensive inventories of standard merchandise. 
This situation is advantageous for contractors in en- 
abling them to fill their requirements on short notice 
and to keep laborers steadily on the job, thereby re- 
ducing building costs. Nevertheless, plentiful sup- 
plies encourage keen competition and serve to trim 
profit margins to some extent. Moreover manufactur- 
ing costs continue to creep higher despite the benefits 
of volume operations. Generally, indications point to 
1952 earnings at a level just under those of 1951. 
Dividends promise to make favorable comparisons. 

If any segment of the building supply industry 
should stand out above the rest it probably would be 
the cement mixers. Demand for this important raw 
material has been expanding in response to a pickup 
in road construction and as a result of a sharp rise 











Position of Leading Building Material Stocks 


in military and industrial building. Representative 
companies in this group have reported excellent re- 
sults for the first six months and it seems possible for 
several cement companies to lift 1952 earnings in the 
face of heavier tax burdens. 


Industrial Projects to be Active 


Prospects in this category remain promising, for 
industrial projects seem likely to remain more active 
in the coming months than had seemed possible 
earlier in the year. Military installations also are 
likely to require substantial quantities of cement. 
Road building is gaining momentum as the need for 
major toll highways becomes increasingly urgent. 
Washington authorities recently reported that ex- 
penditures on military and industrial projects ap- 
proached $15 billion for the first six months, an in- 
crease of 4 per cent over the record established in 
the corresponding period last year. Although govern- 
ment surveys indicate that military and defense 
plant expenditures were still increasing in June, ap- 

















——— 1952 Interim Reports 1951 


Net 


Net Net Per Net Net 
Sales Margin Share Sales Margin 
(Mil.) (Mil.) 


Net Recent Indicated Div. Invest- 
Per Price (Current Yield ment 
Share Div. Rating COMMENTS 





Alpha Portland Cement... $ 24.31 


9.0% $3.75! $ 24.3 10.6% 


7.0%  B3 Large potential demand for cement in 
road construction and military projects 
assures strong outlook. Earnings and 
dividends about like 1951. 


$4.39 42% $3.00 








2.16 15% 150 96 C42 Rising residential construction and de- 


fense production point to high rate of 


cover $1.50 dividend. 





Amer. Rad. & S.S. 123.96 = 4.1 50° 305.1 7.2 
Bruce, EL. ce  12MIO we 1.8410 321 5.8 
Celotex «20.92 57) (id) «O12 59.23 5.9 





Certain-Teed Products 27.0% 60 1.006 625 8.0 


Crone Co. 





61711 36 8911 2703 52 581 33% 2.70 


ese Earnings may dip slightly, but 


ol 





c3 «CP 9 k for housing should 
sustain operations. Net for fiscal period 
just ended indicated slightly lower, but 
$2 dividend assured. 
3.693 18 1.50 83 Bg page oe’ ene Ste net ee. 
, bu 
$1.50 dividend likely. Longer term 
ee prospects promising. 


3.12 15 1.00 66 C-+3 Keener competition to trim profit mar- 
gins despite indications of satisfactory 
sales volume. Wide coverage for $1 

dividend estimated. 
8.0 B3 Margins impaired slightly by price- 
cutting and rising costs. Titanium ven- 
ture interesting. Dividend of $2.50 seen. 


6.39 22% 2.00 89 




















Devoe & Raynolds “A” 26 ©8019 70 48.84 4.0 


3.424 24% 2.00 8.2 B2 Increased housing construction indicates 
strong underlying demand for paint. 
Earnings this year may rise slightly. 
Indicated $2 dividend well protected. 








Flintkote 14912 25 9412 8426S 


4.11 29% 3.00 103 B3 Drop in sales and earnings indicated, 

. but more normal buying anticipated 
later. Mai busi to improve. 
Dividend may reach $2.50. 




















General Portland Cement. 1478 147 2.088 27.1 167 
Holland Furnace... 5.411 (d)7.5 (d) 4511 34.1 5.6 
Johns-Manville ..... 11636 102 3.778 2380 103 | 
Lehigh Portland Cement. 248° 99 1.306 507 108 





1 67 Low cost prod in t long- 
436 40% 300 67 82 term uptrend. Recent earnings steady 


with maintenance of $3.00 annual pay- 
ment expected. 





2.02 21% 2.00 9.4 C2. Greater volume of maintenance and 
i‘ ‘ repair work, and earnings may com- 
pare favorably with lower 1951 show- 
ing. Dividend of $1.75-$2 indicated. 


IIS 3 4.25 55 A2 Sales to compare favorably with 1951. 
: P ‘ Industry position gaining. Dividend of 
$4 to $4.25 likely. 


Road construction likely to take up 
slack of decline in construction; cement 
demand te be maintained. Earnings 
and dividend indicated at 1951 levels. 








2.90 27 1.25 46 BI 





(d)—Deficit. 
1_12 months ended June 30, 1952. 
2—6 months ended April 30, 1952. 
3~Year ended Oct. 31, 1951. 
4—Year ended Nov. 30, 1951. 
5—9 months ended May 31, 1952. 
6—6 months ended June 30, 1952. 
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7—Year ended April 30, 1952. 

8—Year ended April 30, 1951. 

9—6 months ended May 31, 1952. 
10_6 months ended Dec. 31, 1951. 
11—Quarter ended March 31, 1952. 
12_12 months ended March 22, 1952. 
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propriations for new factories were beginning to 
decline. This trend was taken to foreshadow comple- 
tion of the industrial expansion induced by the 
Korean invasion. 

The fact that about half of cement output finds its 
way into public works projects, such as highways, 
bridges, hospitals, schools, etc., is important to keep 
in view in appraising the outlook for this group in 
the building industry. Public works projects have 
been retarded by high construction costs and by 
searcities of essential supplies with the result that a 
substantial deferred demand probably exists that 
should prove favorable for cement mixers. Indica- 
tions are that public works, which have accounted 
for only about 30 per cent of construction activity in 
the last year or two, may take an increasing propor- 
tion in years to come. 

In this connection, it is interesting to observe 
that General Portland Cement reported only a 
nominal decline in earnings in the first six months 
this year—$2.08 a share, compared with $2.12 in 
1951—on an increase in sales to $14.7 million from 


$13.2 million in the first six months of 1951. Penn- 
Dixie Cement reported a setback in the June quarter 
with net profit at $1.10 a share, compared with 
$1.49 in the corresponding period last year. For the 
first six months earnings declined to $1.52 from 
$2.26 a year earlier. 


Competition Increasing 


Conditions have become more competitive in lum- 
ber as a result of the development of larger sources 
of supply. Plywood producers have become more ag- 
gressive in bringing supplies to the market. In this 
division, it is estimated that about 40 per cent of 
plywood output finds its way into housing, while a 
slightly larger proportion is consumed in industrial 
uses or is prepared for individual customers. Un- 
usually wide profit margins have attracted numerous 
producers and the industry has experienced substan- 
tial growth. Prices respond quickly to demand factors 
with the result that inventory problems arise on 
relatively short notice. (Please turn to page 554) 











— 1952 Interim Reports ——_- 1 ——— 
Net 
Net Net Per Net Net 
Sales Margin Share Sales Margin 
(Mil.) (Mil.) 


Position of Leading Building Material Stocks (Continued ) 


=i 





Lone Star Cement 39.18 10.6 1.476 71.3 12.6 


Masonite ; 


National Gypsum 463° 7.5 1.396 94 77 


Otis Elevator 





Penn-Dixie Cement - 11.06 83 1.526 25.5 108 


97411 90 9711 4042 7.6 





Pittsburgh Plate Glass 


3.14 29% 1.50 5.1 BI 


330° 80 £41.94 382 9.9 


17.611 104 9311 90.1 10.1 4.63 37% 250 66  °#& BI 


Net Indicated Invest- 
Per Recent (Current Div. ment 


Share Price Div. Yield Rating COMMENTS 





Expansion in facilities and continued 
good demand point to moderate gains 
if costs can be held in control. Divi- 
dend of $1.40 indicated. 


2.81 2734 1.50 5.4 B3 Competitive position hampered by la- 
bor difficulties, but expansion on West 
Coast regarded favorable. Earnings 
rise indicated. Dividend of $1.50 seen. 


3.12 225%. 1.40 62 C-+3 Moderate upturn in sales projected for 
1952, but narrower profit margins and 
high taxes likely to hold down earn- 
ings. Dividend expected to match $1.40 
1951 rate. 

Despite rising costs and narrower mar- 

gins large volume expected to lift earn- 

ings to about $5 a share. Dividend of 
$2.50 to $3 anticipated. 
' Y; i a B2 Sales well maintained; earnings ex- 

458 29% ame . * pected to approach 1951 results. Effi- 
ciency aided by plant improvements. 
Dividend of $2 indicated. 

3.44 52 2.00 3.8 Al. Promising outlook for paint sales and 
chemicals division. Auto glass sales 
rising. Dividend expected to hold at 
$2 a share. 




















Pratt & Lambert 3.811 NLA. N.A. 163 56 





4.67 40% 3.00 7.4 B2 Prospect for increased market for paint 
in expanding _ residential building 
points to good earnings giving ample 
coverage for $3 dividend. 





Ruberoid 12811 59 1.3511 642 6.2 








7.23 65% 3.50 53 B3 Sales expected to compare favorably 
with 1951; earnings may decline only 
slightly, holding out hope of higher 
dividend. Management favors regular 
stock dividends. 





U. S. Gypsum 41.61) 11.1 2.8111 188.1 105 


12.05 115% 7.00 6.0 A2 Moderate dip in shipments expected to 
be checked and sales likely to compare 
favorably with 1951. Dividend of $6 
to $7 a share estimated. 








U.S. Plywood 107.67 = 5.5 3.547 108.45 8.2 


5.53% 285 1.40 4.9 B3 Outlook improved from sharp 1951 
earnings decline. Modest yearly net per 
share increase likely. $1.40 dividend 
to remain conservative. 





Walwoth ........ 13.921 35 3511 525 45 


1.75 8% 70 78 C3 With industrial construction to slacken, 
volume may be adversely affected. 
Earnings could fall samewhat. Divi- 
dends of 80¢ possible. 





Yale & Towne 25.011 2.4 1.0111 93.1 3.0 





Diversification in power equipment and 
defense orders expected to boost sales 
and improve margins. Net profit may 
top $5 a share. Dividend of $2.50 likely. 


4.61 34 250 7.3 4B 





(d)—Deficit. 
1_12 months ended June 30, 1952. 
2—6 months ended April 30, 1952. 
3—Year ended Oct. 31, 1951. 
4—Year ended Nov. 30, 1951. 
5—9 months ended May 31, 1952. 








6—6 months ended June 30, 1952. 
7—Year ended April 30, 1952. 
8_Year ended April 30, 1951. 
9—6 months ended May 31, 1952. 
10_6 months ended Dec. 31, 1951. 
11_Quarter ended March 31, 1952. 
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A wave of tempered optimism is sweeping 
through the textile industry. Among some of the 
manufacturers of rayon and acetate yarns there is 
a belief that their fortunes are in the ascendency. 

The fillip is reduced inventories and a fairly well 
sustained demand. August output of several of the 
big producers—Tennessee Eastman, American Vis- 
cose and Celanese Corp.—is reported to be nearly 
sold out. This improvement is an extension of the 
turn for the better which set in during the month 
of May and carried into and through June when 
acetate yarn output was estimated at near 56% of 
mill capacity, a sharp contrast with the lowpoint 
established in March. At that time inventories were 
in the neighborhood of 119.7 million pounds. The 
load was cut to about 107.8 million pounds by the 
beginning of June and further sliced at the year’s 
half-way mark to 93.8 million pounds. 

This showing does provide some basis of encour- 
agement for rayon and acetate manufacturers. Del- 
iveries which averaged a monthly rate of 83.5 million 
pounds in the first quarter of 1952, rose to 103.3 mil- 
lion pounds for the June month. They probably held 
close to that figure, or even better in july, with the 
possibility of August deliveries being the best of the 
year to date. Another incitement is given to the 
industry by duPont’s action in boosting the price of 
its filament yarns by 2 to 8 cents a pound. This price 
increase, however, is not an index to the general 
price situation. 

The duPont company as a “producer of acetate 
filament is one of the smaller contributors to total 
output and in partially restoring the price cuts made 
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By GEORGE W. MATHIS 


last March probably felt that some improvement was 








justified to bring quotations more in line with cur- | 


rent conditions. American Bemberg, which also cut 
prices last Spring has gone along with duPont and 


has raised its prices 5 to 25 cents a pound. Celanese | 


Corp., hesitating awhile, decided to go along, boost- 
ing its prices one to 4 cents. American Viscose imme- 
diately joined in the movement with price increases 
of one to 12 cents. If September business, which gen- 
erally begins to make its appearance in early August, 
holds up they will then have the opportunity to study 
the market and determine whether current buying is 
a seasonal movement or something more solid and 
capable of standing up under the price boost. 


Uncertainty Exists Among Yarn Makers 


This attitude reflects the uncertainty of the situa- 
tion entertained by most of the large yarn makers. 
One of the factors to be weighed is the effect upon 
converters, who ordinarily supply large quantities 
of synthetic fabrics to automobile builders and other 
industries, by the prolonged steel strike. Then too, 
despite the fact that rayon and acetate materials 
have long been established in the textile market a 
material portion of growth in the last few years has 
been the result of new uses and innovations, partic- 
ularly in men’s and women’s clothing. Fashion trends 
in ladies’ wear have abrupt births and demises equally 
quick. Right now, the style calls for stiff dress ma- 
terials requiring the use of other yarns, displacing 
rayon which had a large market in the dress field. 

There is no question but that rayon, nylon and 
many of the other synthetics have a place in modern 
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life. But how much of the increased consumption in 
Jate years has been due to disturbed conditions be- 
cause of wars and the consequent national and world- 
wide scarcities of other fabrics? A large percentage 
of the American people are fascinated by things new, 
first by the novelty and second, by the eternal desire 
for something that might be better than that to 
which they have been accustomed. This is a trait that 
frequently brings “booms” in certain lines which 
run their course and then settle down to what later 
on is recognized as a normal level. This may be 
especially pertinent to the development of the use 
of synthetics in men’s clothing. 

In late years there has been an appreciable ex- 
pansion in output of men’s clothing, suits, sport 
coats and slacks especially, made up of rayon and 
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acetate, dacron and acetate, as well as other com- 
binations. Now, much is being heard of dacron and 
orlon, both duPont products, accompanied by reports 
that three major men’s clothing manufacturers next 
Spring will bring out suits made of 100% dacron. 
Another of the synthetics is vicara, a protein fiber, 
which Virginia-Carolina Chemical Co., is reported to 
be producing in increasing amounts, and which is 
said to have a great similarity to wool, possessing 
the soft luxurious feel of cashmere. Other synthetic 
fibers are dynel, acrilan and saran. And the end is 
not yet. It is fairly certain that researchers in the 
“labs” of Dow Chemical, Union Carbide & Carbon, 
Monsanto Chemical and others, having been turned 
loose to develop base materials for producing syn- 
thetic yarns and fibers (Continued on page 556) 


























——— 1952 Interim Reports ———— 1951 ——__ 
Net Net Indicated Invest- 
Net Net Per Net Net Por Recent Current Div. ment 
Sales Margin Share Sales Margin Share Price Div. Yield Rating COMMENTS 
American Viscose 107.85 7.0 1.705 $269.8 85% $5.37 69 $2.50 3.6% A3 _ Despite slow first quarter earned divi- 
dend almost twice over. Improved de- 
mand points to higher net for balance 
ee ee ee ; vo a of year. 

American Woolen ............ $ 38.69 (d)2.3% (d)$1.189 253.3 3.9 9.22 2834 ae C3 Smaller military orders and curtailed 





civilian business augurs sharp drop in 
1952 net. Dividend action uncertain. 





Blumenthal (Sidney) NA. NA. 0025 313 25 





Burlington Mills ........... 155.519 2.4 


4919 3101 44 — 


B3 Unless final half-year shows material 
gain in net, company may see fit to 
reduce dividend rate. 

C-. Should show final half-year improve- 

‘ment. Current dividend needs should 
be covered with something to spare. 


2.20 10% 1.00 98 


1.93 18% 1.00 5.4 








Cannon Mills 47.09 NA. N.A. 191.7 68 


3.00 58 





A2_ Not likely that 1952 net will match the 
good 1951 showing, but undoubtedly 
will run well in excess of dividend 
needs. 


6.32 512 








Celanese Corp. 328° 29 (d).04° 2026 12.2 


A3 Better second quarter business if fol- 
lowed by good final half-year should 
pull net up to full year’s dividend. 


3.56 42% 200 47 








Duplan Corp. o.oo 13.010 5 = 9710 - 30.711 3.3 


C3.C#First half of fiscal year ending Sept. 30, 
presages poorest period in several 
years. Stock is purely speculative. 


1.0611 11% 





Goodall-Sanford .......... 41.2! 3.9 2.521 62.5- 3.8 


C+3 Fiscal year ended June 30, results likely 
to fall short of last year’s net. Divi- 
__dend adequately covered. 


4.022 17% 150 8.4 











Industrial Rayon NAL NA. 2485 640 146 


Strong position shown by results in 
first half-year. Possible that 1952 net 
will surpass earlier year. 


5.34 59 3.00 5. BI 








Lowenstein & Sons ............ 64.89 2.3 1.109 1445 3.8 


4.05 31 “2.00 6.3 ~ B2. First quarter showed reversal of 1951 
downtrend and if sustained should pro- 
___duce dividend needs by good margin. 








Pacific Mills ...................... 50.98 91.1 608 1219 7 





RN. essence snosence 5451 45 218! 67.12 42 


2.492 17% 1.20 7.0 


94 34 2.00 59 B3  Firmer wool market and better demand 
for cotton and rayon fabrics may im- 
prove earnings but current dividend 
not too secure. 


B2 Net in fiscal year ended June 30, likely 
to exceed previous year’s earnings. 
Conservative dividend well covered. 








Robbins Mills .................... 26.83 (d)1.5 (d) .84° 37.44 4.4 


B3 Disappointing first half-year indicates 
failure to cover dividend needs for 
year. Will probably maintain current 
rate. 


2.014 26% 150 49 





MOM ENE (0. Wo). 55cachevsessestsec 190.9 3.3 1.615 349.48 5.9 


B2 Narrow profit margin holding down net 
despite high sales volume. In good po- 
sition to reflect price improvement. 
Dividend secure. 


5.658 40% 2.00 4.9 





Textron 


45.68 (d) 3.2 N.A. 98.2 48 


c+3 Has improved its physical condition, 


J 7 
3.66 13% aoa $4 but first half produced sizable deficit. 





United Merch. & Mfg. ...... 191.81 3.2 1.321 259.82 62 





442 7 6. 3 Further dividends this year uncertain. 
3.44° 15 1.00 a cr Earnings for 1952 fiscal year likely to 
be under last year’s results but prob- 


ably close to twice dividend needs. 











Wyandotte Worsted ....... 11.38 1.7 .333 31.24 3.3 


Lower profit margin reflected in disap- 
ointing first half net. Some gain 
looked for in final months with divi- ff 
dend amply covered. 


1.754 11% 60 5.2 °#B3 





(d)—Deficit. N.A.—Not ava''lable. 
1—9 months ended March 31, 1952. 
*—Year ended June 30, 1951. 
3—6 months ended May 31, 1952. 
4—Year ended Nov. 30, 1951. 
5—6 months ended April 26, 1952. 
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6—Year ended Oct. 31, 1951. 
7—Paid this year; on 6/17/52 directors took no action on dividend. 
8_6 months ended June 30, 1952. 
8—Quarter ending March 31, 1952. 
10_6 months March 31, 1952. | 
t 








11_Year ended Sept. 30, 1951. 
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A Revised Dill on 
Outlook for... mam 


By RICHARD COLSTON 
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2 ae again the rail equip- 
ments are rubbing shoulders 
with the industrial world’s 
elite. Their rise to. affluence 
has been on a floodtide of or- 
ders for freight cars, diesel 
locomotives and other equip- 
ment, with some assist from 
defense work. 

For the most part, earnings 
last year and in the first half 
of this year have had their 
source in established opera- 
tions. Actual output on de- 
fense orders has been at a 
relatively low rate although the two leading car 
builders—American Car & Foundry and Pullman, 
Inc.,—together with American Locomotive, prior to 
June 30, last, had defense contracts aggregating well 
over a billion dollars. This is an awe-inspiring sum. 
But it shouldn’t be given too much weight in gauging 
the immediate future of these companies. Profit mar- 
gins on this business are to be narrow and are, at 
that, subject to renegotiation proceedings. 


The source of the rail equipments’ “bread and 
butter” is in their normal field of operations. With 
certain exceptions, they have been doing fairly well, 
especially American Car & Foundry whose earnings 
in the fiscal year ended April 30, this year, amounted 
to $8.64 a common share. That is in contrast to $1.08 
a share in the preceding year. 

During the early months of 1952, car builders were 
delivering on an average of 8 thousand freight cars 
a month, the peak month being January with 8,642 
cars. The January output, however, was held down 
by material shortages which, of course, included 
steel. By June deliveries fell to 6,411 cars, but this 
has to be regarded as a good volume considering the 
situation in steel, production of which ceased alto- 
gether when steel mill workers struck. 

American Car & Foundry completed its fiscal year 
before the steel strike was called. But the company 
itself was not free of labor trouble. It had a six-week 
strike of its own at the Berwick plant and suffered 
indirectly from a series of work stoppages in the 
plants of suppliers. Despite the unfavorable condi- 
tions encountered, sales volume reached $174 mil- 
lion, an increase of 40% over the previous year. Net 
earnings of $8.64 a share were realized even though 
federal taxes took more than 50% of net earnings. 

Pullman, Inc., the largest car builder, both freight 
and passenger, has not been as spectacular in its 
showing, although net earnings have been holding 
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up at a consistent rate. First half-year’s net was 


equal to $2.22 a share, just a shade better than the | 


$2.11 a share reported for the first half of 1951. 
Unfilled orders of the operating subsidiaries totaled 
$387 million, but how much of this is for defense 
work has not been disclosed. Car & Foundry’s back- 
log totaled $352 million of which $258 million repre- 
sented defense contracts. 


The backlog of freight car orders, as of July 1, 


1952, called for 99,615 units of all types. This total | 


includes 37,790 cars scheduled for construction in 
railroad and private line shops. Therein lies one of 
the reasons why freight car builders and others in 
the rail equipment industry fall into the “slough of 
despond” when railroads, because of reduced earn- 
ings, begin to tighten up on buying from outside 
sources, resorting to their own facilities for re- 
placements and repairs. Apparently, the roads were 
quick to heed the yellow caution light set by the 
initial signs of labor unrest in the steel mills last 
April. New car orders began to thin out then and 
the new car order backlog of 118,000 units in March 
began to recede. With steel production at a complete 
halt in June, new car orders evaporated almost com- 
pletely.. 


Diesel locomotive builders went through much the 
same experience. Practically all of the Class I car- 
riers have been pushing their dieselization program 
to completion with all possible speed. Yet when the 
steel mills closed down, orders for diesels dried up 
to such an extent that new business for the locomo- 
tive builders in June was at the lowest level for any 
month in the last three years. 


All of this illustrates the sensitiveness of the roads 
to changing conditions. That the lull in new rail 
equipment business is temporary, however, is reason- 
ably certain, as good business dictates the wisdom 
by the carriers to further increase operating effici- 
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ency developing through the use of diesel locomotives 
and modernized freight cars, which has permitted 
the hauling of heavier freight tonnages at reduced 
operating costs. 

Two years ago, the railroads agreed among them- 
selves on the desirability of expanding their owner- 
ship of freight cars. At that time they adopted a 
program providing for the addition of 126,000 cars 
to their fleets. These were to be additions, not re- 
placements. By July 1, 1952, or two years later, less 
than one-third of the total number of cars agreed 
upon had been delivered. Under the program, there 
are still 86,000 cars to be built. Moreover, new car 
deliveries in the second quarter of this year were at 
arate barely exceeding retirements. This means that 
the roads are just about holding their own in car 
ownership. With steel mills once more producing, car 
builders may begin to experience an influx of new car 
orders to add to the July 1 backlog in sufficient 
volume to allow near-capacity production well into 
1953. The rate of output, however, will be dictated 
by the amount of steel available. 

The diesel business has benefited from the rail- 
roads’ dieselization programs, many of which have a 


long way to go before completion. This augurs well 
for the diesel builders. But all the business has not 
gone to companies that are usually classified as mem- 
bers of the rail equipment group. The lion’s share 
of orders has been going to the Electro-Motive 
division of General Motors, with Fairbanks, Morse 
& Co., also cutting in on the business. American 
Locomotive, however, holds second place to GM in 
the diesel field, while Baldwin-Lima-Hamilton is in 
the runner-up position. 

American Locomotive’s diesel business has been 
running high. Shipments in 1951, of $235 million 
were 70% over 1950 volume of $138.8 million. 
Unfortunately, this tremendous sales expansion did 
not find reflection in earnings for the common stock. 
Net for 1951 was only $3.18 a share, against $2.78 
a share in 1950, when sales were $96 million less. 
The explanation for the disappointing showing last 
year is that costs of products and operating expenses 
increased $90 million, and like salt in a gaping 
wound, Federal taxes, including more than $2 mil- 
lion in EPT, took $10.4 million, or almost twice as 
much as in 1950, out of earnings. Part of the rise in 
expenses was represented (Please turn to page 554) 
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——1952 Interim Reports— 
Net 

Net Net Per Net Net 
Sales Margin Share Sales Margin 





——_—§195}——_ 


Net Indicated 
Per Recent Current Div. 
Share Price Div. Yield 


Invest- 
ment 


Rating COMMENTS 





American Brake Shoe $ 38.24 3.5% $1.084 $1475 4.4% 


1952 net may fall short of last year’s 
good showing, but should be well in 
excess of dividend requirements. 


$5.19 39%2 $3.50 88% B82 





Amer. Car & Foundry 173.91 4.1 8.641 119.62 2.2 


Expect further gain in net income. Need 
for working capital dampens hope for 
: on extra dividend in cash. 


1.082 40 3.00 7.5 BI 





American Locomotive 94.74 2.1 914 235.0 2.9 


3.16 21% Cl Indications are that 1952 will record 
slight gain over 1951. Current con- 
ditions do not warrant an increased 


dividend. 


1.40 66 





Baldwin-Lima-Hamilton 127.98 2.4 653 197.6 2.3 





.96 10 .60 60 Cl Doing a good diesel business. Should 
show mild gain in earnings this year, 


amply meeting dividend needs. 





Budd Co. 145.63 3.5 1.383 


3176 34 





Steel strike forced shut-down of plants 
in July. Second half-year apt to 
disappointing with dividend, however, 
amply earned. 


289 13% 1.15 84 3 





General Amer. Transp. 30.64 43 1.254 119.2 5.3 


In good position to better 1951 earn- 
ings. Car leasing at high level and 
__ dividend rate well secured. 


5.76 59 350 59 BI 





Gen. Railway Signal 5.14 6.6 944 18.4 7.7 


2.65 8.4 B2 





Has good backlog of regular business. 
Anticipate current year to equal 1951 
results. Year-end extra dividend ex- 
vected. 


3.92 313%. 





New York Air Brake 18.63 2.9 1.43% 32.1 67 





Poor & Co. “B” 994 36 774% +382 45 





Current output running largely to mili- 
tary orders. Smaller profit marain may 
cut into 1952 net, but not endangering 
dividend. 

New road machinery business mov 
bolster earnings eventually, but 1952 
net likely to be under last year’s 
Dividend secure. 


3.02 20 1.85 92 B3 





3.87 17. «+150 88 #3 





Pressed Steel Car 12.34 44 454 50.4 2.4 





Pullman 164.83 29 2.22% 2527 40. 





Symington-Gould 1453 4700533185 4.9 


4.69 412 





Encouraging first quarter raises ex- 
pectation of dividend resumption but 
action, if any, may await third quarter 
results. 

Doing well in car building and oil re- 
finery construction. Higher costs, how- 
ever, mav hold 1952 profits down to 
1951 level. 


Good parts business, despite narrow 
profit margin, should produce earnines 
well in excess of small dividend 
nayments. 


1.00 10% — re 





3.50 8.4 B2 





89 6% #50 76 C2. 








Union Tank Car _ 5.71 NA. N.A. 22.6 17.2 





Westinghouse Air Brake NA. NA. 1.30° 


933123 


This stable earner should show further 
cain this year. Has expanded tank 
car fleet and equipment obligations 
are quite heavy. 

Air brake, switch and signal divisions 
doing well. Full vear’s results should 
be un to 1951 level, amply meeting 
dividend needs. 


3.62 40% 260 44 ° B2 





“281 26 2.20 84° # 2B2 





Youngstown Steel Door NA. N.A. A 24.5 68 


-1_Year ended April 30, 1952. 
2—Year ended April 30, 1951. 








C3 ~ Has been hit by steel shortage. 1952 
net expected to fall short of 1951 
results. Ample coverage for dividend, 
however. 

3_6 months ended June 30, 1952. 

4—_Quarter ended March 31, 1952. 


2.50 1542 1.40 9.0 
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Penetration 

By rising definitely above’ its 
September, 1951, high, the Dow- 
Jones industrial average recently 
gave the long awaited “confirma- 
tory” bull-market “signal”. But no 
buying rush was induced thereby. 
Indeed, trading activity remained 
extremely low. That probably sur- 
prised few intelligent observers. 
The Dow Theory has worked 
badly in the modern market and 
relatively few people now pay 
much attention to it one way or 
the other. It is a matter of com- 
paratively recent recollection that 
it gave a bull-market signal very 
close to the top of the limited up- 
swing in the summer of 1948, and 
a bear-market signal within a 
couple of points of the 1949 low. 
The investment demand which has 
powered the advance since mid- 
1949 has been concerned far more 
with the attraction of individual 
stocks, or the lack of it, than with 
Dow Theory, other market “sys- 
tems” or “technical indications.” 


Warning? 

Speaking of market theories, it 
is a fact that low-priced cats and 
dogs topped out nearly a year 
ahead of the general crash in 
1929, topped exactly with the mar- 
ket in 1937, and topped several 
months ahead of it in 1946. In 
the present instance, low-priced 
speculative stocks have generally 
lagged, and have lost a consider- 
able amount of ground, since last 
autumn. Are these timing rela- 
tionships barometric? We doubt 
it, especially in an investment 
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dominated market. If the bull 
market is living on borrowed time 
—which might well be so—the end 
will come when investors gener- 
ally begin to put more weight on 
post-defense deflation than on the 
intervening remainder of this 
postwar boom, and will have little 
to do with the relative perform- 
ance of the cats and dogs. 


Groups 

At this writing, stock groups 
showing special strength include 
chemicals, construction, baking, 
finance companies, food brands, 
department’ stores, mail-order 
stocks, paper (after a long lag) 
and natural gas. 


August 

On the unguaranteed basis of 
historical odds, August has been 
the best month of the year for the 
stock market. Over the long his- 
tory of the Dow industrial aver- 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


American Chicle Co. 
Babcock & Wilcox Co. 
Daystrom, Inc. 
Grayson-Robinson Stores 
National Acme Co. 
Niagara Mohawk Power 
Reading Co. 

St. Louis-San Francisco Ry. 
Gulf Oil Corp. 


Hudson Motor Car Co. 


“te a A RRO ROE LE IRN A EERE A EERE EEG MEROT OS EAR 


— eens 
1952 1951 
June 30 Quar. $ .78 $ .74 
6 mos. June 30 2.37 2.34 
.. June 30 Quar. -64 46 
. June 30 Quar. 1.09 38 
mos. June 30 2.59 2.06 
mos. June 30 1.20 1.07 
mos. June 30 2.64 2.22 
mos. June 30 2.03 1.48 
mos. June 30 2.95 2.79 
mos. June 30 2.16 1.02 


ornare a o@ 








age there have been August net 
gains in 41 years, declines in only 
13 years. No other month equals 
that, although December has been 
close to it. There were modest Au- 


gust gains (quite transitory, of | 
course) even in the roaring bear- | 


market years 1930 and 1931. The 
biggest August percentage gain, 


from an extremely low base, was | 


about 35% in 1932. The 1937-1938 
bear-market become recognizable 
as such, however, in an August 
decline; and there was a sizable 
August decline in 1946. There 
were August gains of about 5“ 
in 1951 and about 4% in 1950. 


Dividends 

Total corporate dividends ran 
about 5% above the year-ago level 
in the first half of 1952. Whether 
full-year payments. will total 
about the same as in 1951, a little 
more or a little less will depend 
mainly on the year-end extras. 
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The latter reached an all-time 
peak in aggregate amount in 
1950. There is not enough of a 
trend in dividends to be a market 
factor. The over-all figure is 
pretty much static, at a near-rec- 
ord level. The percentage pay-out 
of earnings remains much lower 
than it was before the war, al- 
though it has risen appreciably 
over the last year or so. It will 
take a real business slump to cut 
dividends importantly. 


Earnings 

Total corporate earnings will be 
under the year-ago level for the 
first half; but most of the shrink- 
age since 1950 occurred in the 
second and third quarters of 1951. 
So the over-all figure has been 
largely stabilized for three con- 
secutive quarters through June 
30. Because no 1952 quarter will 
match the high 1951 first quarter, 
the full-year total will be moder- 
ately down —perhaps by 10 to 
12%, as things look now. Produc- 
tion losses caused by the recent 
long steel strike will cut earnings 
in affected industries to some ex- 
tent, but not greatly; since the 
bulk of such shrinkages amounts 
to a tax write-off. The following 
general tendencies in first-half 
and in second-quarter earnings 
are notable: (1) gains by most 
electric utilities, a majority of 
railroads, and a majority of oil 
companies, all enjoying tax-shel- 
tered positions; (2) gains, mostly 
moderate, in aircraft, machine 
tools and other lines in which 
there is extraordinary stimulus 
of volume by defense orders; and 
(3) mild improvement in a num- 
ber of soft-goods _ situations, 
mostly as compared with the poor 
second quarter of 1951. 


Natural Gas 


Consumption of natural gas is 
no doubt subject to important 
further growth, although the rate 
of growth can be expected to 
slacken because the network of 
pipe lines has now embraced most 
of the more populous areas of the 
country. If you want to invest in 
the industry, there are two broad 
divisions: producers of gas and 
distributers. The latter are of 
two types: pipe line companies 
and integrated companies. Both 
are public utilities to the extent 
that they own pipe lines and 
transmit gas for public sale, with 
rates under Federal regulation. 
Typical examples of pipe line 
companies are Consolidated Nat- 
ural Gas, Pacific Lighting and 
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Southern Natural Gas. Whether 
they have more investment merit 
than selected electric utilities ser- 
ving growth territories is de- 
batable. Where owned gas re- 
serves are important relative to 
sales, integrated companies have 
an advantage. Examples are 
United Gas, Panhandle Eastern 
Pipe Line and Peoples Gas Light 
& Coke. Gas producers are in the 
strongest position; but since gas 
is generally found with oil, no 
major company is exclusively a 
natural gas producer. Big oil com- 
panies own the bulk of the gas 
reserves. 


Gas—Oils 


On the basis of estimated re- 
serves of natural gas, some of the 
richest oil companies are Phillips 
Petroleum, Standard Oil (New 
Jersey), Cities Service, Humble 
Oil, Standard Oil of Indiana, and 
Texas Co. Oil stocks sell far more 
on earnings and dividends than 
on possible values of underground 
reserves of oil and gas. But look- 
ing at gas reserves alone, and 
using the usual general valuation 
of a nickel per million cubic feet, 
you get some impressive per-share 
figures, especially where gas re- 
serves are large and share capi- 
talization fairly light. Here are 
some rough estimates of per-share 
value of gas reserves, compared 
with current market prices: Cities 
Service $140, market price 103; 
Pure Oil $75, price 66; and Phil- 
lips Petroleum $60, price 61. 


Martin 


Among the major aircraft com- 
panies, Martin (Glenn L) has the 
worst postwar record, having a 
1951 loss of over $19 a share and 
having escaped bankruptcy via 
RFC aid and a financial reorgan- 
ization. The stock has recently 
been active at rising prices, put- 


ting it to 1052 at this writing, 
against low of 8%. As a result of 
reorganization, new executives 
and a backlog of military business, 
Martin may well show a modest 
profit this year, with perhaps siz- 
able earnings in 1953. When sig- 
nificant improvement begins for 
a company which had been close 
to bankruptcy, the stock is often 
a good speculation. That might 
be so in this situation, but two 
qualifications are in order: (1) A 
market rise in a stock of a com- 
pany which skinned by bank- 
ruptcy generally starts from a 
bottom much closer to zero than 
8%; and (2) profits for Martin, 
whether or not they last for a 
couple of years, probably are tem- 
porary, since the whole aircraft 
field will have a letdown when de- 
fense spending is eventually cur- 
tailed. 


Rock Island 


Like most other railroads, Rock 
Island had peak net early in the 
World War II period: thus, $20.25 
a share in 1943. The best postwar 
showing was $10.50 in 1950, 
which was cut to $8.44 in 1951 
mainly as a result of flood losses 
and a poor wheat crop in its terri- 
tory, plus higher costs. Good op- 
erating conditions and _ higher 
rates promise an excellent 1952 
showing, with earnings perhaps 
as high as $13 to $14 a share. 
The dividend is at $4 a year and 
possibly subject to liberalization. 
Through reorganization, com- 
pleted early in 1944, fixed charges 
were drastically reduced. The 
common stock is considerably less 
speculative than it formerly was. 
Around 69 to a new bull-market 
high at this writing, the issue 
should continue to be among the 
more favored rails on any exten- 
sion of the summer rise. 








Abbott Laboratories 
Cluett, Peabody & Co 


Corn Products Refining ...... 


Corning Glass Works ............ 
Union Bag & Paper oes 
Consolidated Cigar Corp. ...... 
Fairbanks, Morse & Co. ......... 
General Bronze Corp. ................66....--0s00000. 


Standard Steel Spring .................. 
United Fruit Co. 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1952 1951 

6 mos. June 30 $1.13 $1.54 
6 mos. June 30 1.08 3.24 
.. June 30 Quar. 74 1.18 
24 weeks, June 15 1.68 2.15 
June 30 Quar. 1.57 2.15 
6 mos. June 30 1.39 2.22 
6 mos. June 30 1.92 2.07 
6 mos. June 30 1.66 1.85 
June 30 Quar. 72 -84 
6 mos. June 30 2.35 3.12 
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Official data just released by the Department of Commerce 
reveals that total output of the country’s goods and services 
—better known as gross national product—spurted $45 billion 
last year to an unprece- 
dented $329 billion. Accord- 
ing to estimates, the annual 
rate for the second quarter 
M. W. S. INDEX of 1952 increased another 

5% and the government 

200 + now maintains that our gross 
national product will reach 

4 a rate of $352 billion in the 
final quarter. By analyzing 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


sie the forces that accounted 
2 YEAR for last year’s gains, and 

; Aco then comparing them with 

180 — what may be in store for our 


economy in the balance of 
+ 1952, we should be able to 
110 — get some idea of whether the 
government's forecast is jus- 
= tified. Since gross national 
product is the broadest in- 
dex of economic activity we 
have, it is indeed most im- 
portant for judging future 
business trends. 


First of all, based on the 
graduating overall cost of 
goods and services, half of 
last year’s sharp jump in 
dollar volume was attributed 
to the rising prices. Despite 
the far-reaching effects of 
the 53-day steel strike, which 
is bound to cause inflation- 
ary pressures in several sec- 
tors of the economy, it is 
doubtful whether the cost- 
of-living can climb anything 
like it did in the first part of 
1951. Although a moderate 
incline has already set in 
and from present indications 
may continue for a while, in 
all probability it will only ac- 
count for a modest percent- 
age of the expected rise in 
national product. 
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What’ Ahead por Rusiness? - 


By E. 


m. A, 


largest component of gross national product of course is per- 
sonal consumption expenditures. Last year consumer spending 
amounted to 60% of the total product and at the present is 
running about the same percentage. Consumers appear to be 
fairly well stocked and there is no indication of any future 
rush to buy. Their liquid savings continue to climb, but at a 
slower pace. The reason most frequently given for the con- 
servative policy in purchasing is that prices are too high. If 
this attitude remains the assumption of a 7% to 8% rate of 
savings to personal income seems logical. Easing of prices, 
however, which seems unlikely because of the consequences 
of the steel strike, could change the frame of mind of the 
consumer. The apparent adequate supply of goods on the part 
of the consumer, along with firm prices, therefore, means in- 
dividual spending may continue to stay on the cautious side 
and not lend much support to the expansion of national 
product. 


After considering the proper price adjustments and the 
consumer expenditures outlook, we must examine another seg- 
ment of our national product already beginning to wane. That 
is gross capital investment, which includes residential construc- 
tion, business capital investment and change in business inven- 
tories. Here the Commerce Department estimates the rate for 
the last quarter of 1952 will be down $3.7 billion from he 
first quarter. The dip is anticipated in agricultural investments 
and new capital outlays for plant and equipment. Earlier in 
the year it appeared that spending for new productive facilities 
would break all previous records, but necessary curtailment as 
a result of the steel emergency has also altered this position. 
The restricted plant expansion, however, probably will be 
compensated for in 1953. 


In our present economic system, one of the most vital con- 
stituents of national product is government spending for goods 
and services. Because of our butter and arms economy, the 
major share—in fact, roughly 60% —goes directly for defense 
expenditures. This is the key in drawing our conclusions as to 
what course our gross product will take for the remainder of 
1952. Under the so-called “stretch-out’” program calling for 
lower ceilings on defense spending, direct expenditures will 
soon be settling down to an annual rate of $60 billion—over 
one-third more than last year. 

Making allowances for the slower rate in the first half of 
1952, it seems that $10 billion is the greatest amount defense 
spending can contribute toward a larger national product. 
This leads to the belief that predictions by the government are 
somewhat optimistic. On this basis, total goods and services 
produced in the nation would be close to $340 billion—but 
still an average of about $2,150 for each man, woman and 
child in the country. 
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The Business Analyst 





MONEY & CREDIT—The season of rising bank loans is now 
upon us as farmers and businessmen seek funds to finance 
crops and business inventories. Normally, bank loans increase 
by several billion dollars from July to the end of December. 
Thus, from July 5, 1951 to the end of that year, total loans of 
weekly reporting member banks rose by $2.7 billion to a level 
of $35.5 billion. The first half of the year is traditionally a 
period of repayments. This year started off with a dip in loans 
which proved to be short-lived. By July 2, 1952, the reporting 
member banks had total loans outstanding of $36.5 billion, a 
new high. The subsequent $700 million dip to $35.8 billion on 
July 16 still left the loan level at $3.1 billion above a year 
ago. Investments by these banks have also expanded strongly 
and now are $3.5 billion above a year ago. With trends of 
weekly reporting member banks mirroring conditions for all 
banks, there is no doubt that bank activity in the past year 
has added to the inflation potential. 

The second half of this year contains further ammunition of 
this sort, Government spending is expected to outstrip receipts 
by $8 billion or more during this period, and this will neces- 
sitate additional borrowing, probably in the form of tax antici- 
pation notes which may be offered in the next month or two. 
In addition, consumers give every indication of planning to 
expand their time purchases and the demand for mortgage 
money is expected to continue at high levels. 

There thus exist strong influences for further monetary ex- 
pansion but the Federal Reserve Board in a statement just 
issued, does not take too dire a view of the future, pointing 
out that any increase in bank deposits, even if in the active, 
checking account, form, would require the banks to set aside 
additional reserves, thus cutting down remaining reserves 
available for further credit expansion. The Board appears to 
be hinting that there is to be no let up in its policy of restrict- 
ing the availability of credit. Certainly the past few weeks 
bear ample testimony that the Central Bank is pursuing this 
policy vigorously. It has refused to obsorb bank offerings of 
Treasuries and as a result the private banks have had to bor- 
row from the Federal in order to meet the drain of Treasury 
withdrawals of its deposits with the private banks. In the week 
ended July 23, the member banks increased their borrowings 
to over $1 billion while their excess reserves fell further to 
total only $516 million. This has resulted in a tight short-term 
money market and the effects are spreading to longer term 
obligations. Thus the new Treasury six-year 23¢s which were 
recently much sought after, broke par on July 29. The situation 
is one where the forces acting for credit and monetary expan- 
sion are being countered by a Central Bank policy which is 
restricting the private banks’ ability to meet the demands on 
them. One thing is certain; if the Federal Reserve does not 
waver in its determination, then interest rates are going to 
rise and business will have trouble in borrowing all the money 
that it needs. 


o 


TRADE—High temperatures and strikes had some effect in re- 
ducing retail sales from recent high levels but results continued 
above those of last year. For the week ending Wednesday, 
July 23, Dun & Bradstreet estimates that retail sales were about 
2% above year-ago levels. Wide-spread clearance sales 
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helped to sustain buyer interest. Demand for household goods 
was slow with the exception of hard-to-get air conditioners 
and fans which were eagerly sought. 

Nation-wide department store sales in the week ending July 
19 were 1% above the corresponding period of last year 
which was a poor one for sales. The worst showing was made 
in the New York area where dollar volume ran 11% below 
a year ago while the best results came fom the Dallas district 
with a 13% gain. 


° 


INDUSTRY —Industrial production has steadied near recent 
low levels. In the week ending July 19 the MWS Index of 
Business Activity stood at 163.1% of the 1935-1939 average 
against 162.1 the week before and 165.2 a month ago. Output 
of coal and crude oil runs were lower in the latest week while 
increases were marked up by electric power production, freight 
car loadings, lumber shipments and paperboard output. 


Oo — 


COMMODITIES—Primary market prices firmed during the 
past two weeks and the Department of Labor’s composite price 
(Please turn to the following page) 
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i 
Essential Statistics 
Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) June 3.9 4.0 2.7 1.55 (Continued from page 545) 
Cumulative from mid-1940 June 460.2 456.3 416.8 13.8 index closed at 111.2% of the 1947-1949 
FEDERAL GROSS DEBT—$b July 23 263.0 263.0 255.3 55.2 taal on — up from aera July 
ELS meee 8. The farm products component of the in- 
sa ccsarepeletatods july 16 520 518 49.9 26.1 | dex showed the biggest gain in the two 
ee es eee | week period, chalking up a 1.8% increase 
Currency in Circulation July 23 28.9 29.0 27.7 10.7 ’ : : : 
Sent to close at 109.6% of the base period while 
BANK DEBITS all commodities other than farm and food 
New York City—$b July 16 11.8 9.7 10.2 4.26 | products were only nominally higher with a 
93 Other Centers—$b. July 16 15.3 12:7 15.5 7.60 | gain of 1/10 of 1%. 
PERSONAL INCOMES—$b (cd2) May 263.4 262.5 251.4 102 , P r, 
Salories and Wages May 174 173 165 66 EXPORTS from the United States ad- 
Proprietors’ Incomes May 52 51 49 23 vanced from $1,334.4 million in April to 
Interest and Dividends May 22 22 20 10 $1,461.0 million in May, a new all-time 
Transfer Payments May - 13 12 13 3 high, the Bureau of the Census has an- 
(INCOME FROM AGRICULTURE) May 20 20 19 10 nounced. The export total was swelled by 
ee ke ED eee coe 
rrcrmininnrinipichn.Mitidindeaaaane * 109.6 109.4 108.8 = 101.8 | in May from $153.7 million in April. The 
grep a — 2H +2 ped es largest increase in exports was registered 
saatieia i Pas ne po coe by machinery and vehicles which rose by 
bi ieialtiaen vn = mon “e $74.6 million, largely as the result of in- 
sia eaten vai en Ric prin Pi creased shipments of well drilling and 
At Work —e pc ed pes pi metal working machinery. Exports of rice, 
Weekly Hours June . . pe cd wheat, iron ore and iron and steel pipes 
initinia iach June 43.2 = : also were higher while cotton shipments de- 
LAR sas pei te __ | dune 2.55 2.51 2.54 1.82 | clined. IMPORTS into this country during 
EMPLOYEES, Non-Farm—m (Ib) fe oe ne pore ae May were valued at $834.8 million, a $97.9 
Government i ae i. sg 48 million decline from April results. Import de- | 
Factory pr si wa moe "7 clines were noted for crude rubber, coffee, 
Weekly Hours  shery ie ae as oy black pepper, wool, copper, tin alloys and 
Hourly Wage (cents)__ | May 165.8 165.4 158.6 773 crude petroleum. An increase in imports of 
Weekly Wage ($) May 6632 . 65.85 6455 21.38 refined sugar and cocoa beans partly offset 
Sa a the declines in the other categories. The vis- | | 
PRICES—Wholesale (Ib2) July 22 111.2 W1.1 114.3 92.5 ible balance of trade was in our favor by ‘ 
Retail (cd) Mar. 208.8 2089 205.8 116.2 | $626.2 million in May, one of the biggest ( 
rime aitiow ako Pt ae, amen favorable balances ever recorded. F 
COST OF LIVING (Ib3) May 189.0 188.7 185.4 100.2 “ a . F 
Food May 230.8 230.0 227.4 113.1 — enn: en mei 
Clothin 
Rent Fe _ npg ied rtf vi TOOLS spurted 25% in May to reach x 
agen Seamnuee* oanees : —_—— - —— | 351.0% of the 1945-1947 average as the R 
ascaiehiauitiatens tet Armed Services placed large new orders i 
Suited May 13.1 12.7 12.4 4.7 and others reinstated orders that had pre- 3 
caaaeiaa dian May 4.6 4.3 4.3 1.1 | viously been cancelled. This reversed the - 
niet tinaiteaes tule May 8.5 8.4 8.1 3.6 downward trend in orders that had been : 
siesta aiid: adhesin May 0.82 0.78 0.79 0.34 | going on from January to May of this year | 
‘ ‘ — | May 11.3 11.0 11.0 5.5 | and which saw the index drop from a De- | 
MANUFACTURERS’ cember, 1951 high of 376.5 to a May low 1 
New Orders—$b (cd) Total May 219 «23.10 238.6 i«éi2S a sina cesar ali . 
Se een | Ti 
Shipments—$b (cd)—Total** May 22.4 228 226 8.3 a ee besa — | 
ds. 5 " 
nsanssoia dead mtd sa ne ae - output it would take only 12.6 months of | | 
: current production to complete all unfilled | | :; 
BUSINESS INVENTORIES, End Mo.** orders and this compares with an end-of- | ‘ 
Total—$b (ed) Hay 70.0 70.2 69.0 28.6 | May ratio of 13.6 months and one of 20.9} | | : 
Manufacturers’ May 42.5 42.5 38.1 16.4 months in June, 1951. 4 
Wholesalers’ May 9.5 9.7 10.3 4.1 a = r 
Retailers’ | May 18.1 18.0 20.6 8.1 d 
Seek eve Dede todd May 23 23 27 11 The number of FAILURES among the na- | | 7 
tion’s businesses rose 5% in June to total 3 
BUSINESS ACTIVITY—1—pc July 19 163.1 162.1 181.3 141.8 | 671, against 638 in May but were still be- : 
(M. W. S.)—I—np. July 19 194.1 193.0 211.5 146.5 | low the 699 firms unable to meet their ob- i 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
INDU: .—1 np (rb)** May 214 216 222 174 ligations in June 1951, according to com- 
5 i edi site May 161 164 165 133 pilations of Dun & Bradstreet. LIABILITIES 
Durable Goods Mfr May 275 276 276 220 involved in June failures were virtually un- 
Non-Durable Goods Mfr.__-_.___ ] May 182 184 198 151 —— from ype Psa at $21.2 
million, against .8 million a year ago. 
CARLOADINGS—t—Total Kee pre pe Pa wn The pad of failing businesses during 
lec. Freight pe 56 69 62 156 June topped May’s casualties in all trade 
Mdse. L. c. L pee 60 70 39 3 and industry groups with the exception of 
Grain commercial services. In the latter group 
July 19 7,180 6988 6,975 3,267 failures of transport companies dwindled 
sie Recaption July 19 ba 53 ay — to the lowest number since August, 1950. In 
SOFT COAL, Prod. (st) m pe ones ian pn par manufacturing, the biggest rise in failures 
Cumulative from Jan. 1 , , : ; occurred in the textile and apparel indus- 
Stocks, End Mo itd sic ses =n on | tries while expanding failures among 
PETROLEUM—(bbls.) m ; wholesalers centered in the apparel and 
Crude Output, Daily—_] July 19 6.1 6.1 6.2 Al | dry goods sections. Among retailers, auto 
Gasoline Stocks July 19 117 118 131 86 end truck dealers suffered the biggest rise 
Fuel Oil Stocks. July 19 50 48 45 94 in casualties. 
Heating Oil Stocks July 19 77 73 80 55 | ee * 
LUMBER, Prod.—(bd. ft.) m July 19 600 408 604 632 June deliveries of NEW FREIGHT CARS 
Stocks, End Mo. (bd. ft.) b shaey 8.2 8.1 6.6 126 by manufacturers totalled 6,411 units com- 
pared with 6,857 in May and this decline 
STEEL INGOT PROD. (st) m June 1.6 8.3 8.7 7.0 reflected to some extent the effects of the 
Cumulative from Jan, 1_________]_ June 45.1 43.5 52.3 74.7 steel strike, the American Railway Car In- 
ENGINEERING CONSTRUCTION ‘stitute and the Association of American 
AWARDS—$m (en) July 24 278 296 252 94 | Railroads have announced in a joint state- 
Candis ten tan, % July 24 7,962 7,683 8,662 5,692 | ment. NEW ORDERS for 3,264 cars were 
at received during June, a rise from the 2,502 
MISCELLANEOUS | cars placed on order a month before. The 
Paperboard, New Orders (st)t July 19 169 176 176 165 | BACKLOG of orders on hand continues to 
Cigarettes, Domestic Sales—b____! May 32 32 33 117 slide and stood at 99,615 cars on July 1. 
Do., Cigars—m May 497 492 479 543 This compares with 103,910 cars on order 
Do., Manufactured Tobacco (Ibs.)m_! May 18 18 19 28 a month earlier. 





*—1941; November, or week _ended December 6. **—Seasonally adjusted. 


b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—Se Hy adjusted index 





(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. ape~A mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
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1952 1952 
~~ picageinaamsaneas one 1952 | (Nov. 14, 1936, Cl.—100) High Low July18 July 25 
Issues (1925 Cl.—100) High = Low = July 18 July 25 | 100 HIGH PRICED STOCKS... 128.1 119.2 126.7 ——-128.1A 
330 COMBINED AVERAGE 200.3 190.9 198.0 200.3A 100 LOW PRICED STOCKS 241.5 226.9 230.0 233.1 
4 Agricultural Implements. ......... 295.8 270.6 273.6 y 7 i MS 5 Investment Trusts.................... 108.8 97.9 106.8 108.8A 
10 Aircraft (‘27 Cl.—100) ............. 334.5 278.2 322.6 328.6 3 Liquor (‘27 Cl.—100)........ coon: U EAGS 910.4 977.9 989.1 
7 Air Lines (‘34 Cl.—100)............. 777.8 616.9 632.7 640.6 11 Machinery ...... 197.9 210.4 212.5 
8 Amusements... 102.7 80.0 81.0 80.0 3 Mail Order ........ 116.4 122.8 124.1 
10 Automobile Accessories ........... 244.0 232.0 244.0 244.0 3 Meat Packing 88.4 89.3 89.3 
UU. ( 43.0 40.2 41.4 43.0A 13 Metals, Miscellaneous ............... 307.4 249.4 263.9 269.7 
3 Baking (‘26 C!.—100)............... 22.0 20.8 21.6 21.8 MN oes dere eg pda 443.7 395.3 419.5 423.6 
3 Business Machines .................... 398.3 370.4 386.4 390.3 RU RONNIE ooo soass a cacszen cases aie 485.1 440.2 472.1 476.4 
2 Bus Lines (‘26 Cl.—100)............ 168.7 141.6 165.7 168.7 30 Public Utilities wees. BAM 162.5 172.4 174.0A 
GHGMOMUCRIB oc cice ican vecsevesivcien 418.0 356.4 380.7 380.7 9 Radio & TV (‘27 Cl.—100)........ 34.5 31.1 33.0 33.0 
FGM PAIRING: ess cieosasces snovsesnseesies 16.0 13.9 14.5 14.6 8 Railroad Equipment ................. 64.3 59.2 62.4 63.0 
4 Communications ....................... 68.3 61.7 64.3 65.0 Ml I ois csids cose caccissdeahnes 4 41.3 47.0 48.2 
9 Construction 67.5 70.3 71.0 Eo ee 38.2 44.3 44.7 
7 Containers ...... 442.8 461.8 461.8 3 Shipbuilding _.... 181.0 193.6 199.2A 
9 Copper & Brass.................0000.. = 138.8 150.1 153.3 3 Soft Drinks ........ 301.2 317.0 313.8 
2 Dairy Products ................0.000+ A 83.2 88.9 88.9 14 Steel & Iron ...... 135.3 145.8 145.8 
5 Department Stores ....... 60.1 65.3 66.0 We I vscivirenucviccn 63.9 64.6 64.6 
6 Drugs & Toilet Articles..... 212.7 219.5 219.5 2 Sulphur .... sans ae 530.4 596.0 601.5 
2 Finance Companies ................. 378.5 308.1 365.9 378.5A 5 Textiles ................. = 164.1 179.8 177.8 
7 i 171.5 176.8 180.3A 3 Tires & Rubber ee 66.9 75.3 75.3 
2 Food Stores .... 97.4 107.6 106.6 © TAGES a. cnhssessis 5a 78.6 81.0 81.0 
3 Furnishings ...... sobs 4 59.3 63.7 64.9A 2 Variety Stores 297.9 304.1 304.1 
4 Gold Mining .............. 5 648.3 667.2 679.8 18 Unclassified (‘49 Cl.—100)......... 119.7 115.1 117.4 118.6 





A—New High for 1952. 
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i | Trend of Commodities 





The two weeks ending July 28 saw commodity futures see- 
saw higher after a dip in the forepart of the period. The Dow- 
Jones Futures Index after falling to 173.4 on July 18, which 
was close to the year’s low of 173.1, rebounded to close at 
175.5 on July 28. Wheat, oats, soybeans, lard, cotton, rubber, 
| hides and cottonseed oil all closed higher on July 28 than their 
{ prices of two weeks earlier. Rye, cocoa, wool, tin and sugar 
were lower during the period while mixed trends prevailed for 
| 
} 
| 








corn and coffee futures. September wheat gained 112 cents 
during the period under review as winter wheat marketings 
passed their peak and began to taper off. The Department of 
Agriculture asked farmers to cut next year’s planting by 8% 
although high crop support levels are an incentive working 
in the other direction. Export demand for the bread grain has 
been disappointing in recent weeks and this has been one of 
the factors keeping prices below the loan level. October cotton 


gained 109 points in the past fortnight as the failure of the 
Korean truce talks to show any progress brought in short cover- 
ing. Crop conditions, which had been excellent, have deteri- 
orated in the past month because of a lack of rain so that no 
more than an average yield may be harvested. On this basis, 
the 1952 crop would be only slightly in excess of 15 million 
bales. Some are looking for consumption in the year ending 
July 31, 1953 of no more than 13.0 million bales and this 
would mean a big jump in next year’s carry-over. The carry- 
over as of July 31, 1952 is estimated at 2.5 million bales and 


this compares with 2.3 million a year earlier. Hide futures have | 


been strong of late with the October option gaining 79 points 
on balance to close at 17.55 on July 28. This is a seasonally 
high period for shoe production and tannery operations, so 
that packers, finding their inventories low, have been able to 
command higher prices. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 

July14 Ago Ago Ago 1941 

28 Basic Commodities 293.9 293.2 294.7 327.4 156.9 
11 Imported Commodities 284.9 285.1 294.6 345.4 157.3 
17 Domestic Commodities 299.9 298.6 294.8 316.3 156.6 





COMMODITY FUTURES INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1952. 1951 1950 1945 1941 1939 1938 1937 
| 181.2 2145 2047 958 743 783 65.8 93.8 
OW Sicsscrensancess 173.1 174.8 134.2 83.6 58.7 616 57.5 64.7 
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Date 2Wks. 3Mos. 1Yr. Dec. 6 
July14 Ago Ago Ago 1941 
7 Domestic Agriculture =... GO0e0 GaOe 304.1 354.7 163.9 
12 Foodstuffs 363.0 360.1 343.7 365.0 162.2 
16 Raw Materials 268.1 267.3 281.3 313.0 148.2 


RAW MATERIALS SPOT INDEX 
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Average 1924-26 equals 100 


1952, 1951 1950 1945 1941 1939 1936 1937 
ESR 192.5 215.4 202.8 111.7 88.9 67.9 57.7 866 
Low . . 173.4 1764 140.8 98.6 58.2 48.9 47.3 54.6 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1, Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





International Shoe Company 

“As the hide and leather markets suf- 
fered a considerable drop in prices in 
the latter part of 1951, I would be in- 
terested in receiving information on re- 
cent operations of International Shoe 
Company.” 


W. J. Jacksonville, Florida 


Net earnings of International 
Shoe Company for the first six 
months of its current fiscal year, 
ended May 31, 1952, were $4,238,- 
312, slightly less than last year’s 
figure of $4,661,729. Earnings rep- 
resented $1.26 per share of com- 
mon stock, as compared to $1.37 
last year. 

The company sold 15% more 
pairs of civilian shoes than it did 
during the same period a year ago. 
Dollar sales of civilian shoes show- 
ed an increase of $3,553,772, or 
4%, over the same period a year 
ago, although total sales showed a 
decrease of $6,095,903, due to the 
large decrease of $9,649,675 in 
military sales. 

Total sales for the six month 
period amounted to $102,016,690, 
compared to $108,112,593 for the 
same period a year ago. 

Civilian shoe sales were $98,- 
577,933, an increase of $3,553,772 
over a year ago. Military sales of 
$3,438,757, on the other hand, 
were only about one-fourth of the 
$13,088,432 of military sales last 
year. 

The increase in civilian sales 
was achieved despite a decrease in 
average selling price of more than 
10%. Sales of civilian shoes were 
about 15% greater than the same 
period a year ago. 
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Retail sales of civilian shoes 
have continued at a good steady 
pace during the last several 
months. Indications are that re- 
tailers’ stocks have been reduced 
to a sound working basis with con- 
sumer buying from retailer quick- 
ly converted into retailer buying 
from manufacturer. 

Orders for Fall lines of civilian 
shoes are showing satisfactory in- 
creases over the same period last 
year. Present prospects indicate 
that military requirements for 
shoes will not be large during the 
last half of 1952. Present prices 
give full recognition to current 
hide and leather markets which 
appear to have stabilized after the 
considerable drop in prices of 
these items which began in the 
latter part of last year. 

Dividends totalling $1.20 per 
share were paid to stockholders 
during the six months, the same 
as last year. 


Sperry Corporation 
“Your Magazine has stated some 
months ago that Sperry Corporation has 
a substantial volume of military busi- 
ness. Will you please report on their 
backlog, sales volume, net income and 

principal divisions of the business?” 

P. D. Concord, California 
The Sperry Corporation had 
1951 consolidated net income of 
$10,883,161, or $5.36 per share, on 
shipments of $240,933,677. In 
1950 they earned $9,588,718, or 
$4.72 per share, on shipments of 
$162,454,591. The backlog of un- 
filled orders at the end of Febru- 
ary 1952, was $631,000,000 against 

$350,000,000 a year earlier. 


The 1951 volume of business 
was about evenly divided between 
Government and commercial cus- 
tomers, and shipments increased 
by 48% as a result of the require- 
ments of the defense program and 
a good market for the company’s 
hydraulic and agricultural equip- 
ment. 

The company’s activity was 
higher in 1951 than in the previ- 
ous year in each of Sperry’s three 
main fields — instrumentation and 
controls, hydraulics, and farm 
equipment. Production during the 
last quarter of 1951 was at an an- 
nual rate of $300 million. In the 
instrument and controls field, pro- 
duction of a radar and optical 
bombing system for the Air Force 
was cited; and automatic, radar- 
directed gunfire control system for 
the Army’s skysweeper anti-air- 
craft gun, and automatic pilots 
and transmissions for helicopters 
were produced. In hydraulics, par- 
ticular mention was made of the 
application of the company’s hy- 
draulic equipment to power steer- 
ing for passenger automobiles and 
tractors. Farm equipment sales 
again showed an increase over the 
previous year, and several new 
products were introduced, 

Additions to property, plant, 
and equipment during the year 
totalled $7,776,208. 

In view of the company’s im- 
portant position in the defense 
program and the continuing de- 
mand for commercial products, 
the volume of business is likely to 
continue at a high level for 1952 
and beyond. However, a larger 
volume of business will not neces- 
sarily result in proportionate in- 
crease in profits because of the 
impact of taxes, renegotiation and 
close pricing on Gov’t. contracts. 

Dividends in 1951 were $2.00 
per share and 50 cents quarterly 
has been paid thus far in the 
current year. 

The company has recently re- 
ceived a $4,300,000 contract for 
aircraft navigation equipment 
from the Canadian Defense Pro- 
duction Department. 
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What Second Quarter 
Earnings Reveal 





(Continued from page 533) 


will amount at least to $7 a share. 
This compares with $5.35 a share 
earned in 1951 and $9.55 a share 
in 1950. 

Libbey-Owens-Ford Glass Co. 
Earnings in the second quarter 
were 78 cents a share, compared 
with 67 cents a share in the first 
quarter. Earnings for both quar- 
ters were under those of the equi- 
valent periods last year when 
earnings were $1 and $1.20 a 
share respectively. An improve- 
ment in sales in the second quar- 
ter, amounting to about 10% 
helped to account for a rise in the 
net profit margin of from 9% in 
the March quarter to 9.4% in the 
June quarter, thus bringing about 
a moderate rise in net income. 

For the first half of 1952, fed- 
eral taxes amounted to $2.39 a 
share compared with $3.78 a share 
in the same period of 1951. This 
decline is due to the lower rate of 
operating income as a result of the 
smaller sales since the first half 
of 1951. 

At present, however, defense 
product deliveries are increasing 
and the company states that un- 
interrupted factory production is 
expected as a result of successful 
wage negotiations. Higher wages 
and other benefits granted to 
workers will raise costs so that 
the net effect of expected higher 
sales may be partially offset by 
these increased expenses. 

Based on the returns for the 
first six months and the general 
outlook for the company, it is esti- 
mated that full year’s earnings 
will amount to approximately $3 
a share, about the same as last 
year. In 1950, earnings amounted 
to $4.82 a share. 

Diamond Alkali Co. Earnings 
have shown a downward drift 
since the second quarter of 1951. 
In the June quarter this year, they 
amounted to 52 cents a share com- 
pared with 67 cents a share in the 
March quarter, and 81 cents a 
share in the second quarter of 
1951. The company has_ been 
handicapped by a drop in sales 
caused by strikes in the oil and 
steel industries. Also responsible 
for the lower earnings is the un- 
inspiring position of caustic soda. 
On the other hand, some improve- 
ment is expected from the pick-up 
in the textile and soap industries. 
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Due to the conditions men- 
tioned, the net profit margin has 
declined steadily from 8.8% in the 
June quarter of 1951 to 8% in the 
March quarter and 7.1% in the 
June quarter of 1952 respec- 
tively. With sales off about 10% 
in the last quarter and costs higher 
while prices are controlled, it is 
doubtful that any material im- 
provement will occur in the period 
directly ahead. 

Earnings for the first half of 
1952 were $1.19 a share compared 
with $1.51 a share in the same 
period 1951. This is after restat- 
ing federal taxes in conformity 
with the average rate paid in 
1951. Based on the company’s 
record in the first half and general 
conditions in caustic soda, chlor- 
ine, soda ash etc., it seems that the 
company will earn under $2.50 a 
share in 1952. This compares with 
$2.95 a share in 1951. On the other 
hand, even the lower earnings 
estimated for this year will be con- 
siderably above those of the period 
1947-1950, indicating that despite 
current difficulties the company is 
in a firmly established position. 

Minneapolis-Honeywell Regula- 
tor Co: June quarter 1952 earnings 
at 56 cents a share showed an im- 
provement over the low point of 
40 cents a share in the March 
quarter. In the June quarter 1951, 
earnings were 80 cents a share. 
First half earnings were 96 cents 
a share compared with $1.91 a 
share for the same period 1951. 

Sales were $38 million in the 
second quarter compared with $34 
million in the first. This helped to 
bring the profit margin up to 
4.4%, compared with 3.8% in the 
first quarter. The change in oper- 
ating results, however, is best 
compared with conditions in the 
second quarter of 1951, when the 
profit margin was 7.1%. Account- 
ing for the decline is the increase 
in expenditures incidental to prep- 
arations for defense work and 
higher taxes which are at an over- 
all rate of 66% against 62% last 
year. Costs have also risen. 

The company is increasing its 
rate of defense output which is 
expected to double the $27 million 
shipped in 1951. While the per- 
centage of profit on defense orders 
is low, the estimated increase in 
sales for this purpose should tend 
to counteract the lower rate. Ad- 
ditionally, a price increase of 
3.9% on heating controls which 
went into effect several months 
ago should help the profit margin. 
Despite a poor start, it is esti- 
mated that in 1952 the company 


will 
1951 of $3.16 a share. 


Joy Manufacturing Co. Earn.) 
ings in the June quarter declined | 


to $1 a share from the $1.45 a 
share in the March quarter. The 
slump was accounted for princi- 
pally by labor troubles. The presi- 
dent has stated that were it not 
for these difficulties earnings for 
the nine months, which were af. 


fected by the decline in the June | 


quarter, would have been higher 
than in the 1951 period. (Fiscal 
year of the company ends Sept. 
30.) For the nine months ending 
June 1952, earnings were $3.88 a 
share compared with $4.62 a share 
the year previous. 

The 45-day strike at the Frank- 
lin plants and the 12-day strike 
at the New Philadelphia factory 
brought sales for the June quarter 
down to $17 million, compared 
with $21 million the previous 
quarter and $18.5 million in the 
June quarter 1951. Net profit 
margin dropped from 6.1% in 
the March quarter to 5.2% in the 
June quarter. A year ago, the 
margin was 7.3%. 

The outlook for the third quar- 
ter has been affected by the 
prolonged steel strike and the 
temporary diversion of steel to 
military uses that will take place 
for some time after the strike is 
ended, may affect supplies. On the 
other hand, the backlog remains 
virtually unchanged from the high 
figures of a year ago. 

Mead Corp. The moderate de- 
cline in sales, from the final quar- 
ter of 1951 through the succed- 
ing quarters, has been reflected in 
a rather more marked reduction 
in earnings. These stood at 95 
cents a share in the second quar- 
ter of 1951, compared with $1.01 
a share in the first quarter, and 
$1.33 a share in the last quarter 
of 1951. Profit margins have de- 
clined to 4.3% in the second quar- 
ter from 5.7% in the final quar- 
ter of the preceding year. Ac- 
counting for the decline has been 
the lessened demand for paper- 
board but inventories of the lat- 
ter are now understood to be at 
a point where replacement will 
shortly become necessary. On this 
basis, an improvement in earnings 
for the final half is likely, espe- 
cially in view of the fact that de- 
mand for white paper is fairly 
well maintained. Earnings for the 
full year 1951 were $5.16 a share. 
Based on the first six months’ 
1952 results, earnings for 1952 
should be in the neighborhood of 
$4 a share. 
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60 YEARS OF PROGRESS 
Another Year of Leadership 


| seesia celebrates its 60th Anniversary by once again 

raising significantly the standards of the entire elec- 
tronics and home appliance industries with new and 
important engineering achievements. 


Philco for 1953 has just brought to the public the first 
and only High Fidelity Television, with the unmatched 
Golden Grid Tuner, providing the greatest picture quality, 
performance and dependability ever achieved. And, Philco 
for 1953 again proves its leadership in the radio industry 
with the creation of a new kind of radio—Philco Multiwave, 
with the exclusive Special Service Band, that combines in 
one receiver all standard broadcasts, plus selected short 
wave frequencies, at no extra cost to the consumer. 


This year, Philco is enjoying unprecedented success in 
home refrigerators. The Philco-designed Dairy Bar, with 
exclusive Cheese Keeper, has been hailed by industry and 
consumers as the most beautiful, most convenient, and 
useful refrigerator ever created. In room air conditioners, 


PHILCO 
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Philco again leads the industry for the 15th consecutive 
year with new and significant engineering developments in 
automatic temperature control. 


Of tremendous significance are the most recent Philco 
achievements in transistors and the miracle metal, Ger- 
manium. Philco scientists have developed a method to 
refine Germanium to a higher degree of purity than has 
ever been attained for commercial production, making 
possible a wider application of transistors for industrial 
and household products, as substitutes for vacuum tubes; 
reducing production costs, and, increasing performance 
and reliability standards. Philco has been selected by the 
government to conduct vital transistor research for defense. 
The results will have definite application to consumer 
and industrial products in the future. 


On this, its 60th Anniversary, Philco vigorously con- 
tinues to advance the frontiers of research, ever-fulfilling 
the responsibilities that go with leadership. 


TELEVISION @ RADIO e@ REFRIGERATION @ HOME FREEZERS e ELECTRIC RANGES 
AIR CONDITIONERS e ELECTRONIC PRODUCTS FOR THE ARMED FORCES 
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This ts Nétioned Stel 


Helping to keep America’s rolling stock rolling 
with floors of N-A-X HIGH-TENSILE steel 


Since National Steel introduced Nailable Steel Flooring 
to America’s railroads, more and more freight cars 
are performing double duty. 


This unique car flooring—which withstands heavy 
loading impact yet can be nailed to for blocked loads— 
is one of the many important applications of National’s 
famous N-A-X HIGH-TENSILE steel. A low-alloy steel 
with exceptional properties that provide greater 
strength without increase in weight, N-A-X HIGH- 
“TENSILE is widely used in the automotive, defense 
and transportation industries . . . for everything from 
automobile hub caps and bumpers to all-steel truck 
trailer bodies. 


NATIONAL STEEL 


GRANT BUILDING 


N-A-X HIGH-TENSILE is a product of the versatility 
that makes National Steel the world’s largest inde- 
pendent tin plate manufacturer, parent of the Quonset 
building, and a leading producer of all forms of sheet 
and strip steel. It is a product of the facilities and 
resources that give National Steel complete steel- 
making integration from raw materials to finished 
products. 

Most of all, N-A-X HIGH-TENSILE ts a product of the 
vision and vigor that will build National Steel’s annual 
capacity to a tremendous 6,000,000 tons of ingots by 
early 1953... that will make National Steel even 
more productive for America’s needs in the years ahead, 


CORPORATION 


PITTSBURGH, PA. 


SERVING AMERICA BY SERVING AMERICAN INDUSTRY 


SEVEN GREAT DIVISIONS WELDED INTO ONE INTEGRATED STEEL-MAKING STRUCTURE 


>. 


ae 


GREAT LAKES STEEL CORP. 
Detroit, Mich. A majorsupplier 
of standard and special carbon 
steel products for a wide appli- 
cation in industry. 


THE HANNA FURNACE CORP. 


Blast furnace division located 
in Buffalo, New York. 


WEIRTON STEEL COMPANY 
Weirton, W. Va. World’s larg- 
est independent manufacturer 
of tin plate. Producer of many 
other important steel products. 


NATIONAL MINES CORP. 
Supplier of high grade metal- 
lurgical coal for National Steel’s 
tremendous needs. 


STRAN-STEEL DIVISION 


Ecorse, Mich and Terre Haute, 


Ind. Exclusive manufacturer of 


world-famed Quonset building 
and Stran-Stee] nailable framing. 


NATIONAL STEEL PRODUCTS CO. 


Youston, Texas. Warehouse 


and distribution facilities for 
steel products in the Southwest. 


HANNA IRON ORE COMPANY 
Cleveland, Ohio. Produces ore 
from extensive holdings in the 
Great Lakes region. 
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A New Lease of Life for 
Building Industry? 





(Continued from page 537) 


This characteristic accounts for 
instability in earnings. With po- 
tential uses growing, however, 
representative concerns in this 
category appear to have interest- 
ing possibilities. 

U.S. Plywood and Masonite are 
among the recognized leaders. 
Diamond Match somtimes is asso- 
ciated with this group because of 
its large timber holdings and its 
important activity in supplying 
lumber. U. S. Plywood has experi- 
enced an impressive growth with 
earnings rising sharply immedi- 
ately after the war to a peak of 
$5.53 a share for 1950. This com- 
pared with earnings of less than 
$1 a share in the war years. Net 
profits this year gives promise of 
exceeding the $3.54 a share re- 
ported for the fiscal year ended 
April 30. 

Manufacturers of wallboard 
and roofing depend to a large ex- 
tent on new construction of hous- 
ing, although in the case of roof- 
ing repair work is important. As 
pointed out earlier, demand for 
new homes seems likely to hold at 
a relatively high level so long as 
favorable credit facilities are pro- 
vided. Hence, concerns in this 
group should fare well. Residen- 
tial construction has been aver- 
aging about a million new homes 
annually since the war, and re- 
pair business should begin to grow 
in the next five or ten years. Gov- 
ernment authorities estimate that 
residential building will continue 
at a high level for at least another 
five years, indicating that the ad- 
dition to the country’s total may 
be upward of 10,000,000 new 
homes by 1955 or 1956. Principal 
companies supplying wallboard, 
laths, sidings and roofing com- 
prise ‘ Johns-Manville, Flintkote, 
Certain-Teed Products, National 
Gypsum, Celotex and U. S. Gyp- 
sum. Of these, Johns-Manville re- 
cently reported results for the 
first six months, showing a mod- 
est rise in net profit in the June 
quarter equal to $2.03 a share, 
compared with $1.99 in the same 
period of 1951. An increase in the 
proportion of earnings for Cana- 
dian operations is believed to have 
explained an interesting decline in 
tax liabilities. 

The impressive growth in the 
number of new homes completed 
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in recent years promises to prove 
favorable for suppliers of heating 
and plumbing fixtures. Moreover, 
if new housing continues at about 
the rate experienced in the last 
five or six years, the plumbing 
manufacturers should do well. 
Heating repairs are found largely 
in older houses, and these have be- 
come an important source of busi- 
ness for Holland Furnace. Other 
concerns supplying plumbing and 
heating equipment include Ameri- 
can Radiator & Standard Sani- 
tary,, which has been aggressively 
expanding its field of activity to 
include a variety of items used 
in residential construction; 
Crane Co., and Briggs Manufac- 
turing. The last named, of course, 
is primarily a supplier of auto- 
motive bodies. 

So long as industrial employ- 
ment holds at a higher level— 
which may be governed by mili- 
tary expenditures—it would seem 
reasonable to look forward to a 
comparatively high rate of resi- 
dential construction and to an en- 
couraging environment for manu- 
facturers of building supplies. 





A Revised Outlook for 
Rail Equipments 





(Continued from page 541) 


by $18 million more for payrolls 
and various social security plans. 

These figures are graphic 
enough, but perhaps it would be 
more pointed to set forth that on 
a gain of 70% in net sales, net in- 
come increased only 10.6%. Pro- 
duction of diesel locomotives was 
at a record rate, and other divi- 
sions operated at or near capacity 
during most of the year. A portion 
of sales included deliveries against 
defense orders. The net result sub- 
stantiates, so far as American Lo- 
comotive is concerned, the refer- 
ence to limited profits from arma- 
ment work. In the first quarter of 
this year, net sales of $94.7 million 
were up more than 400% from the 
1951 quarter sales, with net for 
the common stock in the 1952 per- 
iod being equal to 91 cents a 
share. That, however, is an im- 
provement over the deficit of 9 
cents last year. On the basis of 
this showing and giving weight to 
some slow down in second quarter 
operations, there does not appear 
to be any valid reason to expect 
1952 net to be any better, if as 
good, as that reported for the pre- 
ceding year. 
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Baldwin-Lima-Hamilton, in] 
1951, didn’t do as well as its com-| 
petitor. Production of diesels also 
ran at a high rate. Net sales of all 
of its products amounted to $197.6 
million, up approximately 109% 
from the 1950 figure. Out of this 
the common stock netted 96 cents 
a share, 6 cents a share less than | 
the year before. Sales in the first 
half of 1952 showed a continua- 
tion of the uptrend, reaching 
$127.9 million, producing 65 cents | 
a share for the common stock. | 
This is an increase of $29.8 mil- | 
lion in sales over the 1951 first | 
half in which the common stock 
earned 42 cents a share. 


Of the more stable earners, 
General American Transportation 
Co., stands out. The better part of 
its earnings, however, is derived 
from its car leasing business, 
supplemented by income from 
leasing storage and terminal facili- 
ties. Its manufacturing business, 
including tank cars construction, 
is diversified and early this year 
had $105 million in unfilled orders 
on the books. Earnings from all 
sources in 1951 were equal to $5.76 
a share, a good gain over the 
$4.76 realized in 1950. Earnings 
of $1.25 a share in the 1952 first 
quarter point to a continuance of 
improving income and it appears 
reasonable to anticipate 1952 net 
on a level with or slightly above 
last year’s good showing. 

Other companies in the group 
will probably report 1952 earn- 
ings at a rate comparable with 
those of last year. Traditionally, 
the business is one of “feast or 
famine”. For the present, con- 
sidering the large volume of busi- 
ness, the industry should be in the 
“round of banquets” era, but high | 
operating costs, high wage rates | 
and high Federal taxes are par- 
takers of the feast. Not only do | 
they consume the greater part of 
earnings, but they deplete the sub- | 
stance of these companies, forcing | 
them to resort to bank loans and 
other methods of financing to sup- 
ply working capital necessary to 
cope with high inventories and 
greatly swollen accounts receiv- 
able due to higher material costs. 

In the lean years, these compa- 
nies are forced to maintain an or- 
ganization and preserve their 
massive and expensive equipment 
against the time when business 
will be better. The industry has 
long been cognizant of these facts. 
Many of them—American Car & 
Foundry, Pullman, Inc., American 








Locomotive, Baldwin-Lima-Ham- | 
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Rail Equipments 





(Continued from page 554) 


ilton, and American Brake Shoe— 
to mention just a few—have been 
endeavoring to diversify activities 
by developing or acquiring other 
lines. This too, takes money, and 
results are not always immediate. 
Some, however, have already 
achieved a measure of success 
through these efforts. Undoubt- 
edly, many of these ramifications 
will prove good providers in the 
days when the rail equipment 
business recedes, as it has in the 
past. 





Rally—or Turning Point for 
Textile Industry? 





(Continued from Page 539) 


will exercise their peculiar abili- 
ties in their respective fields to 
the limit. 

The possibility is that coming 
development in synthetics will 
further muddle a situation already 
murky by fluctuating demand and 
rapidly increasing productive cap- 
acity. At the present time rayon 
and acetate mill capacities are 
rated at 1,444 million pounds. Be- 
fore the end of next year this 
figure, it is expected, will be in- 
creased to 1,714 million pounds. 
This boils down to a monthly pro- 
duction of 142.8 million pounds. 
June, 1952, output was placed at 
103.3 million pounds which makes 
it obvious that yarn and fiber pro- 
ducers will need a materially im- 
proved and sustained demand to 
absorb the increased productive 
capacity. This may eventually de- 
velop if converters are able to hold 
the gains they have made in in- 
dustrial and retails markets for 
their products, extend the uses for 
what may be designated as estab- 
lished products and introduce new 
synthetic fabrics with some de- 
gree of lasting success. On the 
strength of these possibilities the 
synthetic textile companies, both 
producers of yarns and proces- 
sors, are entitled to be considered 
growth companies but not with- 
out a substantial degree of the 
speculative attending them. 

What then of the wool and cot- 
ton divisions of the textile in- 
dustry? Rayon and acetate are 
direct competitors to cotton yarn 
in the processing of many items 


that heretofore were made up ex- 
clusively of the latter. In truth, 
rayon and acetate have not been 
materials that have made possible 
new products. On the contrary, 
they have pushed cotton out of 
competition to a considerable ex- 
tent in the production of clothing, 
house furnishings and in the 
manufacture of automobile and 
truck tires. Other synthetics—or- 
lon, dacron, vicara and some of 
the others now threaten the wool- 
en industry which like cotton is 
over-extended as to productive 
capacity. 

Were it not for large govern- 
ment contracts, 1951 would have 
been close to a disastrous year for 
American Woolen, the leader in 
the wool division, because of the 
extremely limited demand for civ- 
ilian fabrics. After a disappoint- 
ing first quarter this year which 
most likely will be matched by 
an equally disheartening second 
quarter, the outlook begins to 
brighten. While, as yet, there is 
no solid basis for optimism there 
is a rising tide of hope, having its 
origin in an actual turn for the 
better in sales. 

A little color is added by the 
recent strength in the London raw 
wool market which seems to be 
reasonable considering the need 
for world processors to replenish 
supplies. It does not necessarily 
indicate that American proces- 
sors are in for a period of high 
operations and satisfactory profit 
margins. This is substantiated by 
the fact that wool processors are 
not marking up prices on their 
products at this time. The situa- 
tion is fraught with possibilities, 
one way or the other, although it 
is going to take a “heap” of civ- 
ilian business to enable American 
Woolen to open up the five worsted 
mills out of ten which were shut 
down in May of this year. 

Among the cotton coverters J. 
P. Stevens & Co., Inc., is in a 
somewhat unique position because 
of its ramifications which identify 
it also with the wool and rayon 
industries. But even this diver- 
sification hasn’t been of much help 
in recent times. Every one of its 
branches of activities has been 
going through the doldrums with 
the result that although net sales 
in the quarter ended April 26, last, 
were in excess of $103.6 million, 
the best it could show in the way 
of net earnings for its outstanding 
stock was 86¢ a share. Figures 
for the quarter ended July 26, will 
probably make a poor comparison, 
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per share earnings falling, most 


likely, to under 50¢ a share. 

The principal hope of the entire 
textile industry—the woolmen, the 
cotton and the synthetics—is for a 
pick-up in Fall business and a 
good fourth calendar year quarter, 
There are good possibilities that 
some improvement in all three 
divisions will be recorded but 


there are too many factors, some | 


too ambiguous now, which pre. 
clude any firm prediction as to 
the extent of the indicated better. 
ment and whether it can be sus- 
tained over any reasonable period 
of time. 

At the moment, however, there 
now appears to be some basis 
for controlled optimism. The im- 
provement in demand, if it carries 
through the remaining months of 
the year should enable synthetic 
yarn producers to report earnings 
at a rate better than those of the 
first quarter. American Viscose 
Corp., which did well in 1951, 
should be among the foremost 
beneficiaries of an improved mar- 
ket. As it is, 1952 first quarter 
earnings of 95 cents a share were 


-almost double the quarterly divid- 


end payment of 50 cents. By the 
end of this year the new plant of 
the Chemstrand Corp., jointly 
owned with Monsanto Chemical, 
is expected to be in operation, pre- 
pared to produce 30. million 
pounds of Acrilan a year. By the 
end of 1953, it is expected that 
another plant of the company will 
begin producing, under duPont li- 


cense, 50 million pounds of nylon 


annually. 











Celanese Corp. of America, also, | 


is in a good position to benefit 


from a better demand for its acet- | 
and | 


ate and “Fortisan” yarns 
other synthetic output, as well as 
from its production of knit goods, 
woven fabrics, plastic and chemi- 
cal divisions. Through a _ broad 
program of expansion, Celanese 
has extended its operations into 
Canada, Mexico and South Ameri- 
ca in the fields of cellulose, 
chemicals, plastics and, of course, 


acetate filament yarns and staple | 


fibers. Operations in 


the first | 


quarter of this year resulted in | 


a deficit of 4 cents a share on 
the common stock. Net sales of 
$32.8 million were just about half 
of the 1951 first quarter volume 
which produced net income of 
$1.48 a share. Results for the 
1952 second quarter will probably 
show some improvement over the 
previous three month’s results but, 
unless there is sustained demand 
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coupled with a price rise, it is 
questionable as to whether 1952 
earnings will match the $3.56 a 
share earned in 1951. 





Record Farm Cash Income 
In 1952? 





(Continued from page 523) 


likely to be approximately 5 to 6 
percent larger than in the second 
half of 1951. This is not a very 
substantial gain but it is impor- 
tant, nevertheless. 

Present indications are that, for 
the full year 1952, agricultural 
income will be a little over $21 
billion as against total personal 
income of approximately $265 bil- 
lion. This would be the second 
highest level for agriculture, sur- 
passed only by the 1948 total of 
$22.4 billion. That was a year of 
large crops and high farm prod- 
ucts prices, with farm operating 
costs still comparatively low. 





Inventories Plus New Produc- 
tion vs. Sales Potential and 
Unfilled Orders 





(Continued from page 518) 


mately $3.5 billion since a year 
ago. This, however, is mainly true 
of industries manufacturing on 
direct defense orders since they 
are compelled to keep large sup- 
plies of materials on hand. This is 
not necessarily unfavorable since 
the defense program is now being 
speeded up and stocks are being 
moved on to the production lines 
more rapidly than was the case 
earlier this year when the defense 
program lagged. 

An aspect of current inventory 
liquidation among the retail and 
wholesale trades that deserves 
comment is the larger amounts of 
cash that have become available 
as a result of this process. The 
consequence has been a better- 
ment in their liquid position, a 
much needed development as the 
cash resources of these concerns 
tended to become slim last year 
when inventories were at their 
highest. Freeing of cash has not 
only improved their financial posi- 
tion but has enabled them to main- 
tain dividends. The same situation 
is prospective among manufactur- 
ers of defense equipment as they 


(Please turn to page 558) 
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The 
Norwich 
Pharmacal 
Company 


Common Dividend 


The Board of Directors has declared this 
day the 200th quarterly dividend, in the 
amount of 20 cents per share, on the out- 
standing common stock of the Corpora- 
tion, payable on September 10, 1952, to 
share owners of record at the close of 
business on August 18, 1952. 


July 30, 1952 




















JOHN T. HORAN, Secretary 
































PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a quarterly divi- 
dend of Sixty-five cents ($.65) 
per share on the capital stock 
of this Corporation, payable 
September 10, 1952 to stock- 
holders of record August 15, 
FOZ. 

M. W. URQUHART, 


Treasurer. 


























July 30, 1952 
CONTINENTAL 


Cc CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%4) 
per share on the $3.75 cumulative, pre- 
ferred stock of this company has been 
declared payable October 1, 1952, to 
stockholders of record at the close of 
business September 15, 1952. 


LOREN R. DODSON, Secretary. 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 75 cents per s 1are on tae Com- 
pany’s capital stock, payable September 15, 
1052, to stockholders of record at the close 
of business August 26, 1952. 

BACHMAN G. BEDICHEK, 


Assistant Secretary 











Union CarBiveE 


AND CARBON CORPORATION 


4 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Septem- 
ber 2, 1952 to stockholders of rec- 
ord at the close of business August 
1, 1952. 
KENNETH H. HANNAN, 


Secretary and Treasurer 
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“A Family of 


Famous Names” 





The Board of Directors of Avco 
Manufacturing Corporation has 
declared a quarterly dividend of 
15 cents a share on the Common 
Stock payable September 20, 1952, 
to stockholders of record August 
29, 1952. 

R.S. Pruitt, Secretary 


420 Lexington Ave. 
New York 17, N.Y. 
July 25, 1952 




















a CROWN CoRK & SEAL 
“se COMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown 
Cork & Seal Company, Inc., payable 
September 15, 1952, to the stockholders of 
record at the close of business August 19, 
1952. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary. 
July 24, 1952. 





Burroughs 


209th CONSECUTIVE CASH DIVIDEND 
A dividend of twenty cents ($.20) a 
share has been declared upon the 
stock of BurroucHs AppiING MACHINE 
1952, 
to shareholders of record at the close 
of business August 15, 1952. 

Detroit, Michigan, 
July 28, 1952 


Company, payable Sept. 10, 


Shetoon F. Haut, 


Secretary 
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Amenican- Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable September 1, 1952 to stock- 
holders of record at the close of business 
on August 25, 1952. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1952 to stock- 
holders of record at the close of business 
on September 3, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 














Inventories Plus New Produc- 
tion vs. Sales Potential and 
Unfilled Orders 
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too will be in receipt of increasing 
amounts of cash as deliveries in- 
crease in the near future. Such 
concerns as General Electric and 
General Motors, for example, and 
others of comparable size which 
are heavily committed to produc- 
tion of defense goods will be bene- 
ficiaries of this rising flow of cash 
in the following months. This will 
be an important prop to the divi- 
dends ef such companies. 

While the liquidation of high- 
cost goods has been costly, in 
many cases, an offsetting factor 
has been the application of the 
LIFO method of inventory valua- 
tion. This prevents extreme fluc- 
tuations in inventory valuation 
and provides greater financial sta- 
bility. This is the method most in 
use though some concerns still fol- 
low the older FIFO system or 
first-in-first-out. Some use both 
systems alternately. 

Data available (please see ta- 
bles and chart) would indicate 
that the largest portion of in- 
crease in inventories took place in 
the defense and defense-related 
industries. While these are un- 
doubtedly more or less in balance 
in respect to actual defense orders 
and production, it is also quite 
possible that potential sales from 
the longer-range standpoint will 
not be in balance with the new 
capacity added since 1950. For ex- 
ample, the two years’ addition to 
plant capacity has been 20% in 
automobiles; 52% in transport 
equipment; 24% in electrical 
equipment; machinery in general 
30% ; chemicals 22% ; steel 12%, 
and petroleum 8%. 

These are very important in- 
creases on top of the already large 
capacity of 1950 and, without de- 


fense orders, would not have been 
warranted since ordinary consu- 
mer buying in prospect is not 
large enough to take up the slack. 
In this respect, the expected turn- 
down in capital spending, which 
has been one of the main props to 
the economy, is logically expected 
to have an effect on the over-all 
level of public consumption. With 
a background of anticipated lev- 
eling-off in defense business in 
1953-1954, it is difficult to see how 
sufficient stimulus to consumer 
spending can be created in time to 
absorb the additional capacity in 
these and other industries which 
have expanded sharply in recent 
years. 

Admittedly consumer spending 
is increasing moderately at pres- 
ent but this is at a rate only to 
absorb current production for civ- 
ilian use. Since 1949 some $60 
billion of new plants will have 
been added by the end of 1952. In 
order to absorb a substantial part 
of this productive capacity when 
defense preparations have less- 
ened, consumer spending would 
have to increase radically. The 
current rate of consumer spending 
is about $213 billion (first quar- 
ter) which is not sufficient to ab- 
sorb present civilian capacity, let 
alone capacity that will be re- 
leased when defense spending lev- 
els off. The fact that manufactur- 
ers’ unfilled orders have increased 
only about $6 billion since a year 
ago — practically the entire in- 
crease due to defense business — 
would seem to indicate that new 
civilian business is not increasing 
rapidly enough to take up the 
slack. 

Regardless of the current busi- 
ness rally, the conditions de- 
scribed indicate the need for pru- 
dence with respect to inventory 
build-up at a time when business 
concerns inevitably find them- 
selves more dependent on ordi- 
nary consumer spending than at 
present. It must furthermore be 
considered that business has now 
an advantage of operating: in a 
virtually price-guaranteed econ- 
omy. Current tendencies are qua- 
si-inflationary but if the reverse 
should ultimately ensue and the 
price level lowered when competi- 
tion comes into full force as a re- 
sult of the imbalance between ac- 
tual consumption and productiv- 
ity, excess inventories can easily 
prove a problem difficult to handle. 

Even under present relatively 
favorable conditions, the ratio be- 
tween inventories and sales is ab- 
normally high. A year ago, the 


ratio for all manufacturing indus- 
tries was about 162%, which is to 
say inventories were about 1.7 
times sales. At the present, the 
ratio is much higher at 185%, 
with inventories at nearly twice 
sales. These figures apply as well 
to the consumer durable-goods in- 
dustries. This is a source of diffi- 
culty unless consumer spending 


increases rapidly in the period | 


ahead. 

In the non-durable goods indus- 
try, the situation is better as no 
deterioration in the ratio between 
inventories and sales has occurred 
in the past year. However, as 
stated previously, 
provement in inventories was at 
the expense of profits. This has 
been amply revealed in recent 
earnings statements. 

The fundamental question, 
therefor, is whether civilian 
spending can increase sufficiently 
in the next year or so to counter- 
act the coming leveling-off of de- 
fense business. Based on recent 
and prospective attitudes of con- 
sumers, with their marked ten- 
dency toward high savings, it 
seems that the answer must be in 
the negative, unless a lower level 
of spending for military purposes 
is offset by an equivalent increase 
in government-sponsored public 
projects. This, in turn, will be gov- 
erned by the political considera- 
tions prevailing in the year ahead. 





Outstanding Candidates for 
Stock Splits 
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Denver & Rio Grande Western 
The rapid progress of this road 
in recent years has attracted at- 
tention. Last year, for example, 
the 15% of gross brought down 
to net operating income was the 
highest among 40 large rail lines. 
For the four years 1948-1951 in- 
clusive, earnings per share were: 
$15.31, $6.33, $12.49 and $18.10 
respectively. For 1952, it is esti- 
mated the road will earn approxi- 
mately $20 a share. 

Of this total of $72.23 a share 
earned during this period, divid- 
ends, including those paid thus 
far in 1952, have amounted to $11 
a share. If a $4 dividend can be 
assumed for 1952, the total divid- 
ends paid out by the end of the 
year will have amounted to $13 a 
share, or only 17% of the amount 
earned. Obviously, substantial 


(Please turn to page 560) 
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FIVE PROFITABLE OPPORTUNITIES 
..»- FOR PURCHASE NOW 


Tice you can join our new market campaigns and 
take sound, aggressive steps to increase your capital 
and income. 


Five situations of unusual promise have just been con- 
fidentially recommended to our clients . . . combing 
sound elements of safety, secure income and attractive 
growth prospects. 


~ 


. Leveraged stock — 6.6% return — income up 214, 
time 1946 — price below °46 top. 

2. Investment growth stock — yield 4.08% plus stock 
—15% below 1951 high. 

3. Stock dividend payer — 6% yield — 1952 income 
up — 19 points under °46 high. 

4. Undervalued issue — 5.6% return — increased 1952 
sales — impressive finances. 

5. High grade equity — 5.85% yield — steady income 

rise — strong profit prospects. 


... And, at individual bargain levels, we will make 
further judicious selections including medium and low- 
priced stocks, which should be among coming market 
leaders .. . to round out our three diversified invest- 
ments programs: 


PROGRAM ONE . . .Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 

PROGRAM TWO... .Dynamic Securities for 


Capital Building with Higher Dividend 


Potentials. 
PROGRAM THREE...Low-Priced Stocks for 
Large Percentage Growth — Where a 


maximum number of shares may be 
purchased with limited capital. 


Mal Coupon 
Joday ! 
Special Offer 
MONTHS’ 
6 service $00 
Special Delivery: 
§ [] $8.00 one year. 


MONTHS’ a 
i2 SERVICE $100 i Name 


Complete service will start at ; Address 
once but date from September 9. 
Subscriptions to The Forecast 
are deductible for tax purposes. 
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City . 
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A FULLY ROUNDED INVESTMENT 
SERVICE 


You will find that THE FORECAST tells you now 
not only WHAT and WHEN to buy — and WHEN to 
take profits .. . but it also keeps you informed of what 
is going on in the companies whose shares are recom- 
mended in our Bulletins. Each security you buy on 
this advice is continuously supervised so you are never 
left in doubt as to your position. 
You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, what is happening in Washington 
. as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations before 
they score sharp advances. 

Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you... telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the five 
highly promising situations we have just selected . . . 
and can be ready for coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 





FREE SERVICE TO SEPTEMBER 9, 1952 





one year in U. S. and Canada. 


Your subscription shall not be assigned at 
any time without your consent. 
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y 8/9 
THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4. N. Y. 
I enclose [1 $60 for 6 months’ subscription: [) $100 for a year’s subscription. 
(Service to start at once but date from September 9. 1952) 
SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: [] $1.00 six months: [7 $2.00 [] Telegraph me collect in anticipation of 


important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 


six months 


State 
List up to 12 of your securities for our 
initial analytical and advisory report. 
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groundwork has been laid for 
special dividend action which, 
based on the course adopted re- 
cently by other railroads, should 
take the form of a split-up. 

The great improvement in the 
road’s position is due to two prin- 
cipal factors. First is the strategic 
position, guaranteed by the inter- 
changeability of traffic with 19 
other roads at 32 junction points. 
If I.C.C. examiners’ recommenda- 
tion that joint rates be established 
with Union Pacific on certain clas- 
sifications of freight are finally 
approved through court action, 
the basic position of Denver & Rio 
Grande would still further be 
improved. A second factor of im- 
portance is the increased rate of 
utilization of diesel power. This 
has improved operating efficiency 
greatly and has thus counteracted 
the effects of higher costs and 
taxes. 

The leverage factor in the com- 
mon shares is exceptionally po- 
tent, there being only 351,000 
shares of common and 325,000 
shares of convertible preferred 
outstanding, the latter convertible 
into common on a one-for-one 
basis. The extremely low common 
and preferred stock capitalization 
is accountable for abnormally 
wide swings in earnings per share 
and permits a situation whereby 
the ratio between earnings and 
the price of the stock is far lower 
than it should be. At present, the 
ratio is only four times earnings, 
on estimated 1952 earnings and 
about the same for 1951. Based 
on the considerations mentioned 
and the probability that the rail- 
road has entered a new period 
of substantially high earnings— 
though it may fluctuate consider- 
ably from present levels—it would 
seem that the stock is a suitable 
candidate for a split. The stock, 
however, is more suitable for spec- 
ulative than investment portfolios. 


McGraw Electric Co. Since the 
end of World War II, this com- 
pany has transformed itself into 
a substantial producer of profits. 
This has been due to a large ex- 
tent to the increasing percentage 
of products devoted to supplying 
public utility needs, approxi- 
mately 55% of total production 
now going into direct public utili- 
ty consumption. The company has 
grown steadily in recent years 
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through mergers and acquisitions, 
the latest of these being the Penn- 
sylvania Transformer Co. and the 
Jeffery-Dewitt Insulator Co., both 
of them serving the utility in- 
dustry with large power trans- 
formers, regulators and electric 
porcelain for high-voltage use, re- 
spectively. With these acquisi- 
tions, McGraw Electric has almost 
completed its program for diver- 
sification and now stands as a 
well-integrated company, with far 
less dependence on ordinary con- 
sumer items than formerly. An 
interesting addition was the pur- 
chase of Tropic-Aire from the 
Greyhound Bus which places the 
company in the growing field of 
bus air-conditioning units. 
Earnings since the end of World 
War II have advanced regularly 
and reached a peak of $9.23 a 
share in 1950. In 1951, earnings 
were still substantial at $7.28 a 
share and it is estimated earn- 
ings will be roughly $7.50 a share 
in the current year. Dividends 
have been conservative in the past. 
McGraw Electric stock repre- 
sents a company that has been 
growing steadily since the war 
and seems likely to continue to do, 
as the management is progressive 
and far-sighted. While the stock in 
its 1951-1952 advance has dis- 
counted prospects to a certain ex- 
tent, it is still attractive from the 
longer-range viewpoint, especially 
in view of the fact that the stock 
can be added to the list of candi- 
dates for an eventual split-up. 





As | See It! 





(Continued fram page 513) 


years ago, when in response to my 
question as to why the land had 
not been divided among the peas- 
ants as promised—I was told with 
a shrug that “the Soviet Govern- 
ment was holding the land in trust 
for them.” 

The Democratic party ignored 
the will of the people and took 
matters into their own hands 
when they nominated Governor 
Adlai Stevenson who had never 
taken part in the primaries—and 
at the same time shunted aside 
Senator Kefauver who had been 
the choice of the rank and file of 
the Democrats—nor did they even 
trouble to throw the Vice Presi- 
dency to Senator Kefauver as a 
sop to public opinion. 

The intent was not so much to 
defy as to deliberately over-ride 





the will of the people, in order to 
punish Senator Kefauver for hav- 
ing exposed the shocking corrup- 
tion in important places in the 
Democratic party. 

By this usurpation of power 
they exposed themselves to the 
question of how far the Demo- 
cratic hierarchy would go ulti- 
mately to retain its hold on the 
government and on the people. 
And, it gives emphasis to the 
charge by the Republicans that 
the Democrats have been in power 
too long—and that a change is im- 
perative if our country is to sur- 
vive under the Constitution as con- 
ceived by our Fathers. 

This country has been feeling 
the effects of a serious economic 
and moral degeneration as a re- 
sult of the mishandling of our af- 
fairs due to the great strength of 
the leftist element in this govern- 
ment who think in political rather 
than economic terms, as well as 
from the bad example set by the 
disclosures of graft and corrup- 
tion in high places. 

What improvement can we hope 
for from Governor Adlai Steven- 
son so vulnerable to attack if he 
refuses the domination of the con- 
trolling higherups? They would 
not hesitate to sacrifice him—to 
throw him to the wolves—if politi- 
cal expediency was involved. Pres- 
ident Truman is a party man first 
and last, and he is the head of the 
Democratic party. His handling 
of the recent steel strike was 
purely political in character and 
the settlement delayed for politi- 
cal purposes will not do the coun- 
try or the worker any good. It 
started a new spiral of wage in- 
creases all the way around and 
higher prices to meet the in- 
creased cost of production—mak- 
ing certain high cost for defense 
—renewed deficit spending—higher 
taxation. With one hand Truman 
gave the steel worker higher 
wages but with the other he took 
it away in increased cost of living 
—and inevitable higher taxation. 

The Democrats these past 
twenty years have set in motion a 
trend that is bound to lead to dis- 
aster unless we stop it to prevent 
the control of the many by the 
few as is practised in Russia. We 
have the opportunity to throw off 
the yoke this November. This may 
be our last chance to join hands in 
order to bring back sanity, sound 
economics, morality and spiritual 
values. 

This is a crusade. Let us fight 
it as crusaders in a noble cause— 
our country! 
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In a cigarette, 





taste makes 4 


the difference-¥ 


and Luckies 


taste better! 





For two important reasons: 


1. They’re made of 
fine tobacco! 





2. They’re made 
better—to 
taste better! 


©A. T. Co. 
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AMERICA’S LEADING MANUFACTURER OF CIGARETTES 














